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UNITED STATES DISTRICT COURT 


' SOUTHERN DISTRICT OF NEW YORK 


District Judge. 


3 
4 wate eee wr rn en nn rn x | 
5 PRUDENTIAL OIL CORPORATION, 
; 6 | Plaintiff, : 
1 vs. : 67 Civ. 3748 | 
8 PHILLIPS PETROLEUM COMPANY, 
9 Defendant. 
4 enamel 3 
11 Before: 
12 


| HON. CHARLES L. BRIEANT, JR., 
Ly 


New YOrk, January 5, i370; 
10.239 otelock a.m. 
{Room 35) 


APPEARANCES: 


GOOD, FARRELL & MARKS, Esq., 
Attorneys for Plaintiff; 
THOMAS R. FARRELL, Esq., 
LEONARD M. MARKS, Esq., of Counsel, 
and 
ABRAMS & SASSOWER, Esqs., 
BURTON M. ABRAMS, Esq., of Counsel. 


SULLIVAN & CROMWELL, Esqs., 
Attorneys for Defendant; 
ROBERT MacCRATE, Esq., 
DAVID RIGNEY, Fsq., 
RICHARD J. UROWSKY, Esq., of Counsel. 
and 
DON JFMISON, Esq., 
Phillips Petrolcum Company. 


(Case. called.) 


THE COURT: Plaintiff ready? 


4 MR. FARRFLL: Plaintiff is ready. 


6 I would like just one very brief preliminary matter, to 

7 move the admission pro hac vice of Don Jemison of the 

& Phillips legal department, member of the bar of the State | 
pa of Oklahoma, admitted to practice before the United States 

10 District Court for the Northern and Western District of 

7 Oklahoma and to the United States Court of Appeals for the 

12 Tenth Circuit. 


THE COURT: Mr. Jemison is most welcome. 
He will be admitted pro hac vice. 
MR. MacCRATE: Thank you, your Honor. 
THE COURT: Off the record. 
(Discussion off the record.) 
THE COURT: I noticed bin some of the voir dir 


~ 


material that was given to me there was quite a lengthy 


5 MR. MacCRATE: Defendant ready, your Honor, and 
| 
! 
| 


0 estimate of the time the case would takei 

21 | I have a policy of not estimating length of 

2 trials and I certainly don't permit anybody to tell the jury 
i. how long they think the trial will take. However, if it 


is certain that we are going to be more than two weeks I | 


will tell the jurors that and then I will have to enter- 
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2 tain their excuses, and the better the juror, the more 
' 3 likely he is to have an excuse. 
4 I will entertain any suggestions counsel wish 
” : 5 to give me. Of course, I really think we can try this 
6 case rather fast. I think that we ar4e not going to try 
7 anything that is not in dispute or not in issue. We are 
8 going to get right to the heart of it and try it. You 
9 ought to be able to do it within the two weeks that the 
10 jury panel will be here, but if it is consensus that I 
11 ought to alert the jurors, I will do so, and then I will 
2 have to hear the excuses, some of which get quite 


prolific. 


MR. FARRELL: Your Honor, I think that it 


would be misleading if I told you I thought this case was 


going to be tried in two weeks. think it might not go 


as long as some of the estimates you saw in the voir dire 
material, and I hope it would not, but to say that it will 
take two weeks and be certain of it I think would be mis- 


leading. 


THE COURT: I am very serious when I tell you 


I will not try facts not in issue. Anything that is 


agreed to or which they can't reasonably dispute, you ought 
to say so, both attorneys should say so, and I will 


instruct the jury that a stipulation is equivalent to 


jks 
proof. 

MR. FARRELL: I yuite understand, your Honor. 
I sympathize with that -- 

THE COURT: You have that view, Mr. MacCrate, 
that you are going to be longer than two weeks with this 
case? 


MR. McCRATE: Your Honor, we are necessarily 


at the tail end. The burden of extending the trial, if 


that occurs, falls upon my shoulders in the jury's eyes, 
so that I can see that if the case goes on beyond a 
certain time on the plaintiff's case, and then I am left 
with a very brief period to put in my case, I will be the 
one who is extending the matter to an inconvenient time, 


so I -=- 


THE COURT: I don't think that necessarily 


follows. My only question is whether it is really 
necessary to tell the panel that they might be a little 
longer, a few days longer. I am prepared to do that if 
both attorneys agree that it ought to be done. Then I 
vill have to listen to their excuses, most of which, as I 
Say, become quite imaginative. It is hard to say no to 


them because none of you want an unwilling juror. 
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MR. MacCRATE: I sense that it may go beyond 
two weeks. 

THE. COURT: All right 

Well, then, I will alert them to that and we 
will have to tis the best we can with the excuses. 

I have another point which I wish to make. 
From the appearance of some of the material in the pre-tria 
orders, apparently the q ion arising under Section 
1359 is intended to be tried to this jury, and I don't -- 

MR. FARRELL: ies, your Honor, that is not our 
intention. I believe the issue that was intended to be 
\ 
eovered by the pretrial order is the issue of -- not 
jurisdiction, but Prudential New York's standing, and 
therefore we have reviewed the history of the assignments 
of various claims simply to show that Prudential New York - 

THE,COURT: Aren't the facts of the making of 
them all stipulated to? 

MR. FARRELL: Yes, they are, 

THE COURT: Whether it is collusive juris- 


diction is something that I ruled on after a hearing at 


which all of you said you did not want to have evidence 


taken. 
MR. FARRELL: Your Honor, that's correct. I 


think the only reason these are in the pretrial order, and 


Tkit 2 
the only reason. I understand them to be in is to trace the 
history of the assignment to Prudential New York to show 
that it is the real party in interest. 

THE COURT: All right. But that shouldn't 
take a lot of time. | 

MR. MacCRATE: Your Honor, the problem is 
that there is substantial issue as to who is making the 
claim, and who are the Claimants, and whether Prudential 
New York is in fact the claimant, and there will be evidence 
that will be presented that will bear directly upon that 


guestiona. 
Ly 


| 
| 
| 
| 
! 
| 
| 
| 


THE COURT: Just tell me for a moment, if you 
will, who you claim to be the person having proper | 
Standing is? 

MR. MacCRATE: Your Honor, we frankly do not 
know. 

THE COURT: You see, this is a 1967 case. 


And the question of whether they lack standing to bring it 


| 

should have been resolved in the threshhold period here. | 
MR. MacCRATE: Your Honor, in 1965 it turns | 

out that we have ascertained four individuals purported | 
to divide a claim among themselves, that they were going « 


assert against Phillips, twenty-five percent apiece, and 


whether those individuals are the ones who have any claim 
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or whether Prudentia: New York has a claim, whether a joint 
venture Claim can be assigned and carried forward without 
the ratification of the other party to a new purported join 
venturer such as Prudential New York, all of these matters 
are involved under this question of the standing of 
Prudential New York to sue That is the reason for it? 

THE COURT: All right. Now I might say to 
you gentlemen, we have a panel of sixty coming in this 
morning, and we will be selecting six jurors and probably 
four alternate jurors. Unless we run out panelists. 
‘ Now, I am willing to accommodate counsel if | 
there is an agreement to excuse somebody, assuming that you } 


will exercise discretion and you won't run out of the panel 


decided by a juror who lacks the mental capacity to under- 


stand it, but by the same token, the Court is hard put to 


I see no reason to have a complex commercial litigation | 


excuse a citizen from the panel. We are Making up our ss 
by random selection from the voters list now and we are 
getting quite a cross section of humanity, and I have no 
basis by which I can impose an elitist Standing unilaterally 
and say, "If you can't understand what it is all about, you 
can’t sit.* 

If counsel want to agree within reason I will 


permit you to do so. If you find that there is a juror 


jklt 4 


om 


. there that no reasonable attorney would want to try a 


case before you may stipulate to excuse that person, 
Otherwise you will have the standard three peremptory, and 
two peremptory as to the alternates. 

Now, if there is nothing further, I am Prepared 
to send for the panel, 


MR. FARRELL: have nothing further, your 


THE COURT: Off record. 

(Discussion off the record.) 
, THE COURT: We will be in recess until the 
jurors arrive. 

(Court's Exhibit 1 marked.) 


(Recess.) 


9 

(A jury and four alternate jurors were duly 

impaneled and sworn.) 

THE COURT: At this time I wish to thank the 
rest of the members of the panel and ask you please return 
to Room 109. 

You are excused with the thanks of the Court. 

(Remaining panel of prospective jurors 

excused.) 

THE COURT: Members of the jury, before any 


evidence is taken, I will give you an outline of the 


procedure which will be followed during the trial and also 
‘ 


set forth some specific instructions concerning your 
activities as jurors which are of importance. 

Following these instructions, the Clerk of the 
Court will show you to the jury room and it is to that 
room where you will return after the luncheon recesses 
and you will assemble directly there at the commencement 
of each day's proceedings. 

Please try to be prompt and we will make an 
effort to get started on time. 

Now, any umbrellas or packages or coats or 
hats or anything like that may be left in the jury room 
while the Court is in session because during that period 


of time the room will be kept locked. Obviously it will 
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not be locked when Court is not in session. 
Now, as soon as we have the recess, the 

plaintiff's attorney will make an opening statement to 

" you outlining his case and telling you what he expects to 
prove on behalf of his client. Thereafter, the defendant's 
attorney may make an opening statement, although he is not 
required to do so. The reason for this I will explain 
at a later time in the case, but it has to do with the 
burden of proof. The plaintiff has the burden to 


prove the allegations upon which it bases its claim to 


your satisfaction by a preponderance of the credible 
‘ 


evidence. | | 


I will explain this later in instructions which 
I will be giving you at the close of the case. 

Opening statements are not evidence. They 
are merely permitted in order to assist vou in understand- 
ing the evidence when it is received in the form of 
testimony, of witnesses or documentary exhibits or the 
reading of depositions, and you must not consider anything 
which a lawyer says either as a question or in an Opening | 
statement or in summation as being evidence except where 
facts have been stipulated which has the same effect as 


evidence. 


A question is not evidence. It is the answer 
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which is the evidence, and the question is merely permitted 
in order to elicit the answer. 

After the opening statements, the plaintiff 
will present its evidence and when it is finished, the 
defendant may present evidence, if it desires to do so, and 
if so, the plaintiff may present rebuttal evidence. 

The law which applies to the case will be given 
to you in the form of instructions which I will mention 
from time to time during the trial and at the end of the 
trial, and it is your duty as jurors to follow my instruc- 
tions on the law. 

Now, if an objectio:. is sustained, 
to disregard it and put it out of your mind and musn't draw 
any inference from the question as to what the answer 
might have been if the Court permitted the question to be 
answered. 

If you hear an answer and the answer is 
ordered stricken out because it is not responsive or 
because it came too quickly for the ruling by the Court, 
again, you put it out of your mind. It has nothing to 
do with your function as jurors in this case. You rely 
only on the admissible evidence. 


The attorneys not only have their right, but 


it is their duty to present their legal theories and you 


ks4 

must not draw any adverse inference against a party by 
reason of any objection or the ruling on any objection, and 
you may not concern yourselves with the reasons for any 
rulings I may make. 

Now, when all the testimony _ been received 
the attorneys will make their closing arguments, what is 
called summations, to you, and these arguments aren't 
evidence, they are merely arguments permitted to assist 
you in sorting out the issues and determining the weight 
and meaning of the evidence, 

‘ 
+ will give you the final instructions as to the law. 


Now, when facts are stipulated or are set forth 


as conceded in a pretrial order of the Court, the stipula- 


tions and concessions have the effect of giving evidence 
as to something which is not disputed, and the jury shall 
consider any such stipulations or concessions as evidence 
of the truth of the facts therein contained. 

Now, until this case is completed, you are to 
keep an open mind and you are not to reach any conclusions 
until all of it is before you 

Please do not read any newspaper article or 
listen to any news broadcast or watch any tclevision 


or anything which might contain any information relating 
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When the summation arguments have been concluded, 
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to the case or the parties to the case or the subject matter 


. Of the case generally. 


The case must be decided in accordance with 


“the evidence and not on some kind of hearsay or inaccurate 
information which you might get from some other source. 

Now, until it is finished, don't discuss the 
case with each other. Don't discuss the caSe. And 
don't discuss the case with any other persons, including 
members of your household, and do not visit any scene 
which might be mentioned in the testimony, anc don't look 
for any information on your own. 

\ 

You are to decide the case on the information 
you receive here in the courtroom and that is all. And 
if you have any problem of any kind, call it to the 
attention of the Clerk,and the Court will attempt to see 
that your service here is as enjoyable and as simple as 
can be made. 

Now, at this time you may withdraw to the jury 

We will have a ten-minute recess. 

(Jury left the courtroom.) 

THE COURT: How long do you want for your 
opening statement, Mr. Farrell? 

MR. FARRELL: Your Honor, I thought it would 


take about three-quarters of an hour. 


THE COURT: And yours, sir? 


MR. MacCRATE: I fear mine will be over an hour, 


your Honor. 


THE COURT: Well, I might have to break in the 


middle of it for the luncheon recess. 
Mi. MacCRATE: All right. 


THE COURT: All right, we will be in recess. 


(Recess.) 
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(In open court - jury not present.) 

MR. MacCRATE: Might I Suggest, your 
Honor, that we oanens for lunch at the conclusion of 
Mr. Farrell's opening? Would that be an acceptable 
alternative and then come back earlier? 

THE COURT: That depends on whether I have 
any motions at 2 o'clock. My usual practice is to sit to 
about 1:30 and then resume the trial at 2:30 or thereabouts, 
I will see if I can do that. Maybe I can. 


Now, one other thing I should, have mentioned. 


Ordinarily I read to the jury after the Openings those ss 


which are stipulated in the pre-trial order. These are so 
extensive, it occurs to me that perhaps both of you don't 
want that. 

MR. FARRELL: What I was contemplating doing 
was reading the statement of facts other than the technical 
material which is shorter. 

THE COURT: Fine, after the Openings, you 
May read those. 

MR. FARRELL: And offering at that time the 
exhibits that are connected with those statements and if 
I thought it appropriate reading some of those exhibits, 
not all, by any means. 


I think to put a witness on without the jury 
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knowing that, is -- they would be at sea and that's why I‘'lj 


do it that way. 
THE COURT: I will permit you to read after 


the opening statements, I will permit you to read from the 


pre-trial order. Anything you omit to read at that time, 


Mr. MacCrate, if he wants to read it, I will permit him to 


read it. He doesn't have to. He can reserve and read it at 
9 


} 


the commencement of the defendants case. 


MR. MacCRATE: 


Could the stipulations also 


be marked as an ex 


hibit so they would be available as an 


éxhibit? 


THE COURT: Yes, where are they? The pre-trial 


order was docketed here on November 20th. 


MR. MacCRATE: We would prepose a separate 


exhibit number be assigned, one to the Stipulated fact 


without the technical matter and the ot 


her to the technical 


matter. 


THE COURT: Are they entirely the 5s 


| 
ame as the | 
pre-trial order? | 


MR. MacCRATL: They are, your Honor. It is 


just for convenience that they are reproduced in this 


fashion. 


THE COURT: 


I will permit them to be marked as 


& Court's exhibit of Stipulated facts. 


The stipulated facts 
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with reference to Petroleum may be marked as Court's 
Exhibits 2 and 3, 

(Court's Exhibits 2 and 3. marked.) 

THE COURT: Are you ready to go forward? 

MR. FARRELL: Yes,your Honor. 

THE COURT: Bring in the jury, please. 

(Jury present.) 

THE COURT: Mc. Farrell, you may make an 
Opening statement in behalf of plaintiff. 

MR. FARRELL: Thank you, your Honor. 

' Good morning, I am Thomas Farrell and as 
Judge has previously indicated to you, I am one of the 
attorneys representing the plaintiff, Prudential Oil 

Corporation. My associate is Mr. Marks and Mr. Abrams. 

Now, my purpose here is to give you an outline 
of what it is that the plaintiff contends is its case. I am 
first going to start by giving you a few of the cast cf | 
characters so that you know who I am talking about as I go 


ahead. 


The plaintiff here is Prudential Oil Corpora- 


>*tidn, which is a New York corporation. This corporation is 
the successor in interest, through assignments and corporate 
re-organizations, the details of which I will not go into 


here, of the original claimant who was also named Prudential 


jplt 4 
Oil Corporation and that was a Connecticut corporation. 
When I use the name "Prudential," I will be 
talking about Prudential Connecticut, the Original claimant 
and that was back in the years when this claim was formed 
and the incidents took place. If I mean Prudential. New York, 
I will say Prudential New York. But I don't think this 
should be a subject that should confuse you, but I wanted 
to point out that there were two corporations, in fact, 
there was another named Prudential. 
So, I am talking about the Original i laa, 
FOrporation which was formed back in the '50s, and about | 
which you are going the testimony. | 
Now, you have heard from the Judge that this | 
was a complex commercial litigation. It is complex, I 
think, only because it involved a rather large project, a 


lot of money, a number Of people and therefore there is a 


cast of characters who acted over a period of several years, 


simply: 


Whether Phillips Petroleum through a 


But the issue is rather Simple, I think. The issue is | 
| 


confidential relationship of jOint venturer or other 
confidential relationship Or through deceit, stole from 
Prudential its concepts and ideas and indced the entire 


petro-chemical project which is now known as Phillips 


jplt : | 19 
Puerto Rico Core and is located in Puerto Rico. 

Now, to get you to understand this, I think 
you have to put yourselves back about fifteen years. In 
1960, ‘61, ‘62, unlike today, the situation was entirely 
different with respect to petroleum. Domestic petroleum, 
that is petroleum that was found within the borders of the 
United States was then selling at approximately $3 a 
barrel. -Imported petroleum was selling at about $1.50 
a barrel, maybe at the most, $2 a b+ rrel. And imported 
petroleum was therefore, unlike today, cheaper than 
domestic petroleum by $1.50 a4 barrel. 

Now, at the same time, in order to encourage 
exploration within the United States and in order to make 
the United States to some Gegree independent of imported 
oil, the Department of Interior was enforcing an oil 
import program. In essence, that oil import program pro- 
vided that one could not import foreign oil unless one was 
allocated a quota by the Department of Interior. That 
quota, which we will return to time and time again, was 
the name of this game. 

If you could get a quota, you had an advantage 
of $1 to $1.50 a barrel for every barrel of oil you were 
able to import into the United States, because the imported 


oil -- there was no tarrif on it -- once it got into the 
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United States or its possessions was the same. There are 
differences in petroleum, — the fact is you had saicehiee! 
which would cost you $3 a barrel’ if you had to buy it in the 
United States. 


Now, to give you some idea of what that means/ 


| 
the project that we are now talking about, the one in Puer tq 
Rico, and the Proposal that we are going to talk about, the ‘| 
witnesses are going to talk about, was to try to get an | 
import allocation of 90,000 barrels a day. a 

Now, if you take the difference in 4 
$1.25 per barrel an 
‘ 

365, that is a price advan 
That is what a quota for 50,000 bz y was worth. 
$22,800,000. 

If you could bring in that 50,090 barrels 
each day, that was the amount of price advantage you would 
have over someone who was forced to use domestic oil, 
because he had no quota. 


Now, around that time, that is, the late 


: 
| 
| 
| 
| 
| 


"30s, early '60s, there were in Puerto Rico, two oil 
refineries. These were what I guess you'll hear in this case 
called standard refineries. charge} 


stock as it is called, oil, petroleum, crude, and they 


turned it into pretty much the Standard petroleum produc 
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we all know about, gasoline, kerosene, fuel oil, that 
of thing. 

One of them was rather small and it sold most 
of its output on the island of Puerto Rico, but the demand 
was not great. 

The other one was a little larger and that 
particular project at some point made some petro-chemicals. 

Now, I will tell you what petro-chemicals 
are, very briefly, and this will be a layman's version. 

You will hear more technical material on petro-chemicals, 
ia I think if I can give it to you in the beginning, you 
Will understand what I'm talking about. 

There are a number of produc 
petroleum, other than gasoline, kerosene and those types of | 
things, that are used industrially and ultimately as 


consumers goods. ‘An example would be Pvc, polyvinylchlorid 


1 
which is used to make phonograph records. There are types ) 


alcohol, rot the kind you can @rink, but the kind you can 
rub, the kind you can use industrially 
petro-chemicals. That type of alcohol, if it can be 
and it can interchangeably with fermented alcohol in 
cases is very much cheaper than fermented alcohol. 

There are any number of products but I am 


giving you a couple of examples. The problem that plagued 
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Puerto Rico at that bite. wee that it does not have 
indigenous raw materials other than some agricultural raw 
materials. It does not have oil, iron, things like that 
on which you can build an industrial base. 

Back during the war, the Second World War, 
back in 1942 and thereafter, a government agency was formed! 
to encourage industrialization in Puerto Rico and conse- 
quently employment. This was known as the Economic 
Development Administration or the EDA, as you will 
undoubtedly hear it called in the evidence here. 
it called "Operation 
Bootstrap," which you may 
to encourage, among other things, people and companies 
to Puerto Rico and start businesses, plants, whatever, 
thereby increase employment in Puerto Rico. 

In the early '60s, the Puerto Rican EDA 
considered that one way of increasing employment in Puerto 
Rico would be to build or encourage the building of 
because the EDA itself does not build these things, 
encourages private investors to do it. To encourage 
building of a petro-chemical facility. 

Now, here is an important point. The advan- 
tage of a petro-chemical facility or a petroleum standard 


refinery, is this: 
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Refined petroleum products for a large part 
are completed when they come out of the refinery. Oh, 


there is a little mixing tc do and things like that and 


gasoline that comes out of the refinery is generally baad 


' 


and sold to the ultimate consumer, the same is true of fuel 
oil. 

The result is that the refinery itself, other 
than the employees at that refinery, does not generate a 
particularly large amount of employment. The refineries, 
themselves, in addition to not providing employment after the 
product leaves the refinery, are also not, for the amount 
‘ 
of capital involved, high employment enterprises. 
the Puerto Rican government reasoned, or the EDA reasoned, 
if we can have a petro-chemical refinery facility, that 
petro-chemical facility will produce petro-chemicals. 
These petro-chemicals, however, will only be the first 
step in producing the ultimate consumer goocs. Therefore, 
if we can encourage people or plants or companies to come 
to Puerto Rico to take advantage of the cheaper petro- 
chemicals that would be made by this facility, that would 
increase employment in Puerto Rico because the economic 
advantage would be that the facility would have a quota. 

Now, remember the $22,800,000 a year, that's 


the economic advantage that that facility would enjoy. 
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Now, the prohlem with that was that the United 


States had import regulations. It would have been 


uneconomic to use domestic oil exported from the United 


States to Puerto Rico. Not only would it cost more, it 
would then have to return, because ultimately the markets 
for most of the consumers goods would be on the mainland 
of the United States. 

SO aS the idea developed, it became clear 
the first step in attempting to encourage 
or to realize such a facility would be that 
have to be a quota. 


‘ 


Now, on the other hand, the Department of 


Interior, which enforced the oil import regulations, was 
besieged, as you can imagine, by recuests for quotas, and 
quotas were very difficult to obtain, 

AS a result, 1t appeared that unless 
rather unique could be done here, there would be 
and there would be no petrochemical faci 

The Department of Interior at 
the Secretary of Interior then was Mr. Udall, 
had spoken to representatives of the EDA and their conver- 
Sations were rather general. 

Secretary Udall said he understood the problem 


in Puerto Rico and that he hoped something could be done 
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which would not conflict with the basic policy of the oil 
import regulations. 

However, the concern was that. the petroleum 
products which would ultimately have to be produced by the 
petrochemical facility would come into the United States 
and therefore conflict squarely with the policy of the 
United States in attempting to encourage domestic explora- 
tien for oii. 

Petrochemicals can be produced from petroleum 
and a certain percentage can be produced from certain 
types of petroleum products, but under any system there 
will be a larg mount of standard petroleum products. 

In other words, even though you have a petrochemical 
facility, that facility will produce substantial amounts 


of gascline, kerosene and fuel oil. 


So the Department cof Interior was 


Gilemma because it said, well, it would 

produced petrochemicals and that was used on the island, 
but what is going to happen to gasoline, and ebvicusly 
what is going to happen to gasoline, it is going to be 
shipped to the United States or dumped, as the expression 
went at that time; it would be dumped and it would be 
cheaper and those who did not have import quotas would 


understandably stand up and scream about whceever it was 
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that had this petrochemical facility having an unfair 
advantage over those who were dependent upon domestic oil. 

So at this point a group who proposed to 
invest in such a facility contacted the EDA in New York 
and they said that they were interested in -- they us¢ 
word -- "refineries"; they were interested in investing 
in a refinery in Puerte Rico, and for a while they were 
encouraged by the EDA, at least to the extent that they 
talked to them and they did a preliminary 
and the EDA wrote them a letter, said that they would 

but it quickly became clear that 

group was not goin y far and 

Now, during the time 
underway, they got in touch with ian named Oscar 
Chapman. 

Oscar Chapman was then a practicing lawyer 
in washington, D.C. and a former Secretary of the Interior, 


and it wus hoped that with his legal as well as political 


es 


experience that he would be able to herd or Shepherd th 


application through the Department of I: r the 
Oil import guota. 

Mr. Chapman, in turn, got in touch with a 
friend of his who had been with him in the Department of 


Interior, called Bruce frown, who was a consultant in 
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oil and petrochemicals, and he asked Brown what he thought 
of some of these proposals. 

Brown said, in effect, well,.you've got to 
have at least two conditions in order to puild this 
facility, get your quota and build the facility. 

He said first you've got to have what is known 
as a back to back contract with a major oil company. 

k to back contract I mean one in which 
you the crude charge stock approved 
back the standard petroleum 

products, other than the petrochemicals. That is why 
it is called back to back. 

Brown also said you needed a contract with a 
chemical company, a chemical user to take your petro- 
chemical products, and he said, in effect, that if you 
couldn't do it that way, you couldn't get a quota, and you 
couldn't finance the project. The quota, again, was 
more important, I think, than the financing because 
once you had the quota, the financing would, if not 
exactly follow immediately, would follow relatively easily 
because you would be able to go to a potential investor 


and say, “Hey, we have a situation here where we are able 


to get oil at a dollar and a quarter a barrel cheaper 


than anyonc eclse with a similar facility, and therefore 
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it looks like we have a aii more reasonable expectation 

of making a profit than someone who dcesn't have this.” 
So the financing was an important part of it, 

but not as important as obtaining the quota, because 

the project would not get off the ground. 


The reason for this is, of course, that if 


Chemical facility and use domestic U 


anyone had to build, or was gcing to build a : 


would build it in the continental Uni é He would 
not build it in Puerto Rico because 
ttendant problems. You had 
just to begin with, and there were 
getting the product into Puerto Rico and getting it out. 
So the quota was the most important, most 
important item, 
Brown and Chapman wo 
group which, as I told you, fell 
Some months, and this group had also asked a 
Jack Coan, whose name 
to prepare a feasibility stu y : contacted 
Universal Oil Products Company, wh ard 


Judge was asking you if you knew any of these various 


companies, and they came up with a -- well, they had a 


flew shect, as you cali it, a chart -- not a flow sheet 
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So much as a chart of what could be produced. If you had 
certain types of crude charge stock, this would be the 
result, and what kind of installation you might need. 
It was rather a general document. You will see it 
the end of the trial. 

And at that time the original group that had 
brought Chapman, Coan and Brown together fell apart. 

There was another effort which didn't get very, 
far either, and now Coan, Chapman and Brown were left 


Sort of with this thing, and in the course of their work, 


they had gone to the investmen ki houses, among 
4 


others, £. M. Warburg and Kuhn Loeb & Company, and they 
had been talking to them about advice for financing the 
project, and when the group that had brought them together 
had fallen apart, they went to F. M,. Warburg. 

Now, Mr. Brown was important not only because 
he was a petroleum consultant, but for another reason. 
He was a director cf a company called Murphy Oil Company, 
and he had said that Murphy has some interest in 
project. Murphy is not in the petrochemical business, 
and Murphy is not a major oil company in the sense that 
Phillips and Socony and Shell are, but they would be willing 
to enter into some kind of an agreement whereby they would 


take some of the product of the petrochemical project if 
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and when it was built, and if necessary, Murphy would 
invest in the petrochemical project. That was not their | 
bag, So to speak, but if that would help it move along, 
| 
that's what they would do. | 
| 
Well, Brown had spoken to any number of ehemieeh | 
companies. AS I told you, he thought the prime consider- | 
ation here was to get a contract with a chemical user to 


take some of or all of the petrochemical prod 


back to back contract with the oil companies was an } 


important condition and you had to have it, but that, he 
was somewhat less important 


contract because he reascned i 


you wouldn't get your quota, nothing would 


you had such a contract. And he spoke 
petrochemical users, such as Monsanto Chemi 
Powcer -- they're just names 
heard them -- maybe you haven't -- 
which have a demand for petrochemicals 
to see a lot of them and he said, “would you enter into 
firm contract to take this product, the petrochemical 
product of this refinery or this facili y when and if 
facility is built?" 

And they said no. They said, “How can we 


commit ourselves firmly to take this product when you don't 
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have anything there now but a beach and some palm trees? 


a We have commitments that are firm with our present 

4 suppliers. We are hardly going to go to our present 

5 Suppliers and get them upset and tell them we are now going | 

6 sO make arrangements to get the same products somewhere 

7 else and then have you flop and then where would we be?" 

8 . Well, he went around and that was pretty much | 
| 

9 what the answer was. He went to Phillips. This was 1 
| 

10 not even the first time Phillips had been at least advised ' 
| 

il that this project was afoot, They had been approached | 

12 back in '6l1 and they, at that point, as I told you, the | 

13 original group was a little vague as to what it was they 

14 were going to do. Phillips said no. Phillips then | 

b entertained a further proposal from Mr. Brown. They | 
| 

16 said no. And Brown at that point said, "Well, look, I am J 

iv going back to running Murphy Oil Company or taking a more 

18 active part in running Murphy Oil Company," and he left 

the Chapman-Coan group. 
That brings us to late summer, early fall of 


At that point, Coan went to Warburg, Kuhn Loeb, 


and they said, in effect, “Well, now, Brown has dropped out, 


Murphy Oil Company has dropped out. We don't even have 


that partial assist on the project, because they were at 
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least going to take some of his proauct. Do you have 
another company who would be interested in taking Brown's 
and Murphy's place?" 

And Warburg, who knew Prudential -- now I am 
not talking about Prudential Connecticut, which had been 
formed to raise Capital for exploration for gas and oil; 
they sell and administer shares in drilling funds -- 
Warburg knew Prudential; they knew Mr. Shippee, who was 
the chairman of the board at that time of Prudential, and 
they said, "Why not Prudential as a possible addition to 
your group?" 

‘ 
And Coan contacted Mr. Shippee and Mr. Willey, 


who was then president, and Prudential Said, “Well, why 


And so they agreed after some discussions to 
join in the effort, ana they met with Warburg and 
with the iter diehbbtedceite and they started down 
Same road Brown had gone. They started to talk to 


the chemical companies, because they said, "Ye have got to 


| 
i 
' 
us? We have our own projects, but it looks interesting." | 
| 
| 
| 
| 
| 


have a chemical company that will take this petrochemical 
product...” 
And they were met with the same response. 


So they said, "We have go* to take another look 


at this." 
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And on what Prudential eventually decided to 
try to do and what it conceived of as a way of breaking 
this kind of log jam with not being able to get a petro- 
chemical company to take your oetonohantest products and 
yet not be able to sell the Department of Interior that you 
are entitled to a quota unless you can prove to them you 
are a bona fide petrochemical complex and not just another 
refinery, they said, “Well, look, why don't we try to 
have a more flexible facility? We will propose a 
facility that will make as much as much as the standard 
petroleum products as necessary to keep it economically 
viable." 

Now, at that time petroleum products were not 
in the demand that they are today. The prices were 
nowhere near what they are today. But petroleum 
products were still easier to find a steady demand for 
than certain petrochemicals. And so they said, "If we 
have a facility that will be able to sell what the Puerto 
Rican Government would regard as the byproduct, that is 
the petroleum products, we can have a flexible facility 
that will increase the petrochemicals as time goes by, and 
as the demand increases, and we will encourage, instead 
of having a firm contract, to have someone come to Puerto 


Rico before we get started to take the petrochemical 
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product, we will.encourate them to come -- first, we will 


induce them to come by Showing them the advantages of 


founding or establishing plants in Puerto Rico," and 

there were advantages; there were certain tax advantages, 
whatever; "second, the feed streams, that is, the petro- 
chemical feed streams that we produced because of the 
advantage of the quota would be less expensive that might 
otherwise be available, and in that way we will have a 
petrochemical facility that will fulfill the needs of the 
Puerto Rican EDA, and at the same time would not eontlict 
with the basic policy of the import control program." 


‘ 
(Continued on next page.) 
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Now, one of the other features that Prudential 
proposed, was that the petro-chemical be a quasi-public 
utility in the sense that it would have to provide for Puerto 
Rican users of petro-chemicals supplies before it could sell 
those supplies elsewhere or export them from the island. 
That, they felt, was an important consideration to persuade | 
the Department of Intericr -- again, this was not just an 
attempt to get an import quota and then run a regular | 
petroleum refinery with all the benefits of cheap imported 
oil that that would entail. 

Now, they went, as soon as they got into this | 


‘ 


and this idea that I have just told you was developing over a 


decided they would go ahead with it, they contacted a man 


| 
month or two, but when they first got into the project and | 


named Robert Anderson. Robert Anderson was a friend and 
business associate of Mr. Shippee who was the chairman of 


Prudential, and they both lived in the same town in Connec- 
ticut. 

They went to Mr. Anderson and they asked him i 
effect if he would join che group that wanted to promote this 
shat teak He had been Secretary of the Treasury under the | 
Eisenhower administration. He had also held sub-cabinet 


positions prior to his Buing Secretary of the Treasury but 


that was his last position in the Eisenhower government. 
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Se, he would have then been out of government | 
for a couple of years in '62. He said he would do what he 
could to encourage the refinery or the facility. As a 
result, a meeting was held and Mr. Anderson said, “Why don' 
we approach Phillips?" 

Now, unbeknownst to Prudential at this time, | 
because they knew Mr. Anderson Simply as one of their | 

| 

associates, he had a retainer from Phillips, he was on oe 
Payroll in fact to search out new projects for Phillips. ! 
He didn't know that. He didn‘t fing out until this suit was 
five years along. He said, “Well, anyway, I know the people 
at Phillips, Phillips is an obvious choice here because they 
do have petro-chemical interests as well as petroleum." | 


He said "They don't have an east coast refinery yet. They 


do have outlets in Florida, Phillips Gas Stations in 


refined petroleum would be an economic benefit to Phillips 


Florida. So, a Puerto Rican refinery or a Puerto Rican 
{ 
| 


because it would save them some transportation and they also 
have some petro-chemical interest." 

He said, “I'll call them and see if they are 
interested." 

Now, what we were talking about then, really, 
was just a back to back contract. To sell crude and buy 


back the petroleum products. 
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Within a coupleof days of Mr. Anderson's 
Phone call, Prudential got a letter. It is attached to 
the complaint and I'll read it to you. It comes from 
Stanley Learned, the president of Phillips. It says after 
the address, dated November 13, 1962: 

“Gentlemen: In connection with the Puerto 
Rican oil and petro-chemical companies, petro-chemical 
complex to be built in Puerto Rico, Phillips Petroleum 
Company is prepared to, l, furnish 30 to 60 thousand 
barrels a day of crude oil for charge stock. 2. Purchase 
the refined petroleum products not consumed in the petro- | 


Chemical operations; 3. Counsel with you, and assist, if yo 


proposed facilities. 


“Whenever you desire, we shall be glad to hav 


wish, in the design and construction and operation of the | 


our representatives work with you to negotiate and compl lete | 
contracts. 

"Very truly yours." 

This was a bit more than a Simple back to bac 
contract, because they were going to advise, counsel and 
aniten us. The name, Puerto Rican Oil and Petro-Chemical 
Company was the name which tentatively was assigned to the 
company which would run the facility when it was built. 

So, Mr. Learned had designated certain repre- 


sentatives of Phillips to meet with Prudential in New York. 
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The people = Prudential, Mr. Shippee and its 
associates and Mr, Young and Mr. Willey who you will meet 
as the trial goes along, went down and met with Phillips. 

In about January of '63, as these meetings 
were going along, Prudential Prepared a brochure, a loose- 
leaf notebook it looked like, in which it outlined its 
ideas. The ideas that I have just outlined about the quasi 
public utility and the encouragement, calling the facility 
a “core plant," a core plant to attract satellite petro- 


chemical plants. 


| 
. 
| 


: They showed this brochure to the Phillips 
people with whom they were meeting. One of the pecple banal 
ches were meeting with was a Mr. Fishbeck, who was an 
employee of Phillips. As time went on it was proposed that 
Mr. Fishbeck be an officer of the new corporation that run 
the facility. In the brochure he was listed as a vice 


president. 

Now, I want you to understand the importance 
of this, because we were meeting at that point with Phillips 
who was counseling with us, assisting us and we Proposed | 
that Mr. Fishbeck become an officer of the new corporation 
which would run the facility. Now, Mr. Fishbeck didn't say 
no to that. As a matter of fact, he took the brochure, made 


some changes, including some changes in his little resume, 
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It said "Mr. hemes Dale Fishhook,” and gave his background. 
He crossed them out and put some new stuff -- he would never 
say he would do that. They continued to meet. 
Well, in about March of 1963, two high ottioon 


of Phillips went to see the Department of Interior. We | 


didn't know that either until the suit was started and the | 


| 
| 
| 
| 


testimony now is -- has been changed. Originally when we 
questioned the then chairman of the executive committee of 
Phillips, he said he had been to the Department of Interior. 
on this Puerto Rican project in March,'63 and he now has | 
said that that's not true. He has refreshed his recollec- | 
tion and it was something else. He was going to make a’ 
different kind of presentation. 

The fact is, when asked, he testified that 
that's the reason he went to Washington, for this project 
or a Puerto RF can petro-chemical project. We had then come 
to the conclusion or it became clearer and clearer that the 
application for the oil import quota would probably not be 
successful if it were made in the name of either this 
Puerto Rican Oil and Petro-Chemical which was known for 
short as Propco or in the name of Prudential, because the 
regulations provided certain requirements in order to grant 
import quotas, and one of them was you could get an excep- 


tion according to Mr. Chapman, if you had an importing 
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history and Prudential did not have such a history and 
neither did this new corporation, it would not have one. 


So, it was proposed to Phillips that they 


for the quota, because the project at this point would be 


stalled, unless they applied. 


| 
wouid have to be the one to put -- they would have to ee 
t 


Well, at that point more Strange things 
happened. We had thought that Mr. Fishbeck was also going to 
prepare for us certain marketing studies which we all 
agreed should be in the brochure. This brochure would 
ultimately be presented to both the EDA, the Puerto Rican 
EDA, and to the Department of Interior in Support of the 
quota application. 

We understood that he was doing them when we 
had prepared -- we continued to make corrections to our 
brochure. In fact, what had »appened was Phillips, 
through Mr. Keeler, the chairman of its executive committee 
at that time, téld Mr. Chapman in Washington that Phillips 
was not interested in Proceeding with this project unless 
Prudential or Propco or somebody else got the quota. 

Well, I think since mr. Keeler spoke to Mr. 
Chapman, he must have known what the result of that would be’, 
It would mean there wouldn't be any quota at that time, 


We didn't hear about this until some time 
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later. In fact, after this conversation took place, 

Mr. Chapman wrote to us or his secretary wrote to us and 
Said that he was very pleased with the progress -- he had 
been ill at that point -- but in late April or early May, 
we were notified by Mr. Fishbeck there must have been some 
confusion and he wasn't going to do these marketing studies 
and they were not interested unless we got the quota. 

So, we said this would require some kind of an effort to 
eull these pieces together again and so a meeting was held 
in July, July 2nd. The date will stand out for a reason. 
1963. In Mr. Anderson's office. 

Mr. Chapman was there, although he now Says 
he wasn't. But he said he was when first questioned about 
it. Mr. Anderson was there, Mr. Shippee was there and 
there were a couple of other people from Prudential. 

At that meeting it was decided roughly that 
Anderson would again try to talk to Phillips, getting them 
to become interested again and Mr. Chapman, who had heard 
the application, once that happened and heard the applicatio 
through, in Washington. In effect, we had at this time 
prepared our final brochure. This was done on a date in 
June. I think we sent copies to Chapman in late May, 

May 30th, I think, it was dated June, '63. 


We sent that to Chapman and in effect until 
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Mr. Anderson and Mr. Chapman could pull some of these pieces 
together, there was not much we could do on the main project. 
We would have to turn then and see if we could encourage 
satellite plants. 

Well, the next day Mr. Shippee was in an 
airplane crash and he was badly hurt but not hospitalized 
for a great length of time but he was, for that summer, 
not feeling terribly well as you might imagine. There were 
a lot of people killed in that crash. He was one of the aie 
lucky enough to escape. 


; He was told, as things went along, that 


‘everything was under control, that Mr. Chapinan was talkina | 


to the Phillips people, Anderson was talking to the Phillips 
people and to the extent that Mr. Shippee became involved in 
the project at all, he was considering talking to potential 
investors in satellites. 

In other words, once the core got built, 
"Would you be interested in financing a satellite?" 

In about August of 1964 and these details 
were not known to us at the time, except in general reports, 
everything is going all right and we're talking to them. 
But they were not precise. In August of 1964 Chapman spoke 
to Mr. Learned, president of Phillips, and he said there was|, 


he thought a chance of getting a quota. There was a 
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meeting in Washington between Chapman and Mr. Conn, who 

you may meet here and another man from Mr. Chapman's office 
in Washington. At that point Mr. Chapman gave to Mr. Conn--;| 
I'm sorry, August ‘63, it's been pointed out. I said '64. 
I'm talking about ‘63. 

Within a month or so from the meeting in July 
of °63. And what happened was, Mr. Chapman gave to Mr. Conn 
the latest brochure that we had sent to mr. Chapman in 
May. Mr. Conn took it and it went to Phillips. Phillips 
had not seen that particular edition of the brochure. They 
shad seen the earlier one and that was the one that was 
corrected by Mr. Fishbeck and our copy was given back. 

But Mr. Chapman gave Mr. Conn the latest 
effort of Prudential. Phillips was then working on the 
application, we thought, in conjunction with us, and they 
copied it. They copied some of the brochure. 

In November of 1973 came the assasination of 


President Kennedy. Well, this had an effect on the project.| 


Up until then it was thought that the Kennedy iuiciiieaas 


was somewhat more hard-nosed about import quotas than the 
Seinen administration would be, but on the other hand, the 
Kennedy people that had been talked to and in other words 
Mr. Udail knew this particular proposal and there was some 


consternation at least on the part of some of the people as 
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to what would be the fate of the import application. 

On the other hand, mr. Anderson became quite 
more important because Mr. Anderson was from Texas and was | 
quite friendly with President Johnson. It was thought that 
he would be of immense help in the event this import quota 

had tc be shepherded beyond the Interior Department. I think 
only the President, in fact, could have awarded this quota 
because of the change in the regulations. This was a 
procedural matter and I'm not going into the details, but | 
the point was, the President would have to ultimately sign | 
jit and it would be upon recommendation of the Department of ' 
Interior. 

So, at that point the decision was made, not 
by us, to file for the import quota. Phillips, in January 


1964, in its own mame, filed for an import quota. We had 


attract to the petro- chemical facility and Mr. Conn reported 


to us Mr. Shippee would have lunch with Mr. Conn and that 


continued to work on the Satellites that we hoped to | 
| 
{ 


everything was under control. 

In January of '64, a Mr. Waldby, who was an 
employee, an officer, I think, of Phillips, save to the EDA | 
a brochure, ostensibly elicitin by Phillips -- Prepared by 
Phillips in the sense that ieee was some material in it 


that they had done and it had verbatim quotes from our 
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brochure and it had been sivas from Mr. Chapman to Mr. Conn 
in August of 1963. There were not only verbatim quotes, but 
there were a number of other Slightly changed sentences and 
paragraphs. There was no question that this was based upon 
or copied from the item that we had given to Mr. Chapman and 
Mr. Chapman had given to Mr. Conn. 

There was thereafter realized by Mr. Waldby 
and by a functionary at the EDA and by April of '64 it had 
changed somewhat. But as we will point out as the case goes 
along, you can trace it was our proposals that were basicall 
at the bottom of this document. 

In July of 1964 the Department of Interior 
held hearings on the application by Phillips for an import 
quota. Well, as I say, you can imagine the hullabaloo that 
had been raised by the other oil companies. Here was 
Phillips about to get a gift they would say, a license to 
steal they would probably even Say, amounting to $22,000,000 
a year. They were not terribly impressed about how Phillips 
was going to aid Puerto Rican employment. They were much 
more impressed with the cheap gasoline that was going to com 
in from Puerto Rico. 


So, at that point it was a very near thing as 


tc whether or not this allocation was going to be granted. 


There was a lot of opposition. The opposition continued. 
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Now, what happened was, at that point Mr. 
Durand, who was the chairman, or the administrator of the 
EDA, the head of EDA was going to testify before the Oil 
Import Quota Board in favor of the granting of the alloca- 
tion, granting of the quota, on the ground that it would 
assist Puerto Rico's economy, the construction of such a 
facility and the encouragement of such satellites would 
increase employment in Puerto Rico and therefore this was 
not a standard refinery and it was not a Proposal that 
would conflict with the basic policy of the Oil Import 
Quota regulations. And at that point at Mr. Shippee's 


Suggestion, Mr. Shippee of Prudential, Mr. Anderson went 


| 


to Washington to speak to Mr. Durand concerning his testi- 
mony. 

Now, Mr. Durand says they talked about somethi g 
else. Mr. Durand, whom you will hear, said they talkea 
about his testimony and that was one of the reasons he met 
with him. Mr. Durand later then testified. 

In the latter part of ‘64, when there had ork 
more work on the satellites but the matter was pending 
before the Oil Import Board, Mr. Willey of Prudential, who 
has a perhaps suspicious nature, said “You know, maybe 


Phillips doesn't understand that this is our project anda 


they seem now to be running the show." 
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Mr. Shippee was not concerned or as sessilis 


but in any event through an associate of Mr. Anderson, they 
made an appointment to see Mr. Learned out in Bartlesville, 
Oklahoma. 

They saw Mr. Learned, not a great deal from 
Mr. Willey's point of view was accomplished at that meeting 
because the subject was satellite plants and Mr. Shippee 
had been talking about that with his associates and so that 
was a conversation that he was glad to get into with 
Learned, but Mr. Willey came away feeling that nobody had 
\Feally told anybody the bottom line, which, you know, Mr. 
‘Learned, this was our project and we were in from the 
beginning and this quota, if we get it, will be a joint 
guota and not Phillips' quota and that we are sharing in 
this quota and that was what it was fro. the beginnins. 

So Mr. Willey made another appointment to 
see Mr. Learned, a month or two later. No problem in 
getting this appointment. He called him up and Mr. Learned | 
Said "Come out and see me." 

Mr. Willey spoke more directly to Mr. 
Learned. Mr. Learned at that point, he didn't deny Willey's 
contention that Prudential had an interest in this venture 
to get the quota, but he didn't admit it, and he left it -- 
Willey felt better when he left, but there was no 


WV ‘ 
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acknowledgement admittedly by Phillips, 


At that point or around that time, the es 


of the Interior had announced that he was going to recommend 
that the quota be granted. This is in early 1965 and he 
Said "We'll get into some serious negotiations with Phillips 
and we will proceed down those Jines if they can Satisfy us 
with certain conditions, in efface they will get the quota," 

Well, at that poinec it was pretty much 
downhill. The main fight had been won. There were some 
skirmishes, but the main fight had heen won. 

The Secretary of Interior had committed himsel 
Publicly to feéonmend 2 quota for Phillips for this rrosect. 
At that point Mr. Learned and Mr. Adams, who was the chair- 
man of the board at Phillips, came to Mr. Anderson's office 
in New York and Said to Mr. Ancerson, "We're working separat 1% 
from now on. We're going to act independently," meaning 
that Prudential was not going to have any part of this 
quota or the petro-chemical complex or anything else. 

Anderson didn't tell us that Mr. Adams aod 
Mr. Learned had said that and for a while we continued to 
work-on the satellites. 

At that saint it became quite clear from the 


reception we were getting from Phillips, that they were not 


going to acknowledge any contribution, any joint venture or 
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any part that we played in getting this quota. So, Mr. 
Anderson attempted to make peace. 

There were proposals that perhaps Phillips 
would finance a satellite for us and that we wanted to have 
them do anyway because we could share in a satellite plan 
as well as in the core cumplex. But Mr. Anéerson began to 
view it, Mr. Shippee did too, as perhaps a way of resolving 
this thing if push comes to shove, if it is no terribly 
satisfactory, we explained an interest in the core and in 
the oil import allocation, but after all, little companies 
yhave tough times sometimes fighting with big companies, so 
maybe this is a way of resolving the thing. 

That was proceeded on for some months. But 
nothing really happened and until the talks went on until 
"66, maybe even early '67, but nothing was accomplished. 

Phillips denied that Prudential had contributed 
anything. They denied that there was ever a joint venture 


and they denied the had any obligation whatever to Prudential 


Thereupon, after reaching an agreem:nt with the Department EB 


Interior, and after the President had Signed the appropriate 
regulation, they proceeded on the basis that they were the 
sole owners to take advantage of the import quota and to 


build a petro-chemical facility from which the profits had. j 


been tens of millions of dollars. 
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In September of 1967 we started this lawsuit. 


It has been a long, hard fight and we are here today. It is 
now 1976. It's been a long time. We are going to prove to 
you all of these things that I have just told you. Either 
they are stipulated in some cases or I have the documents or 
the witness is going to tell you on the stand. 

I ask you to try to remember what I have told 
you, because I wanted to give you that background so you 
would understand what the point was that the witness would 
be driving at. That essentially is the Story of why we are 
here today. 

I will be talking to you at the close of the. 
‘ice about the evidence that we introduced, but at the 
moment that's all I have and I just ask you to follow the 
evidence as it comes in. 

THE COURT: Members of the jury, at this time 
I will recess for lunch. Don't discuss the case; keep an 
Open mind. Please return at 2 o'clock, 


(Luncheon recess.) 
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AFTERNOON SESSION 
(2.00 p.m.) 
(Jury present.) 
THE COURT: Mr .MacCrate, you may make your 
opening statement on behalf of the defendant. 
MR. MacCRATE: Ladies and gentiemen of the jury, 


| 


it now becomes the defendant's turn, Phillips Petroleum | 


| 


facts of the case and the issues that are presented, and 


Company, to help you to understand what we see as the 
you will find it is a quite different story, as you 


would expect, because there is a dispute between us. 
‘ 
But I will attempt to outline for you how we 


view the case. 
Now, unfortunately, my two colleagues, David 


Rigney, who was sitzing here and will be back, and 


THE COURT: Excuse me just a moment. 
Will counsel approach the bench? 
(At bench.) 


THE COURT: I must confess, Mr. MacCrate, I 


Richard Urowsky, who was sitting here, were taken -- 
| 


didn't even notice their absence. The clerk had told 
me everybody was ready. If you want to wait for then, 
I will take a recess till they get here. 


MR. MacCRATE: They are on the telephone in 
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connection with the exhibits. They marked right through 


the lunch hour. 


THE COURT: Does it have anything to do with 


MR, MacCRATE: No, it does not. I will just 


Simply explain they are attending to a mechanical matter. 


THE COURT: I would have given you a continu- 


All right, let's go forward. 
(Open court.) 
MR. MacCRATE: I was about to explain that 


‘ 
Mr. Rigney and Mr. Urowsky were out of the room attending 


ae 
we 


the opening statement? . 

to some administrative matters relating to the case and : 
would be back. Mr. Rigney has returned, Mr. Urowsky 

will be here. And then Mr. Don Jemison who is from 

the Phillips legal depart ient in Oklahoma. The three of ‘a 
us on this side are toi York lawyers, and Mr. Jemison is 
a lawyer from Oklahoma. 

Now, the one thing that must have struck you 
as you listened to an explanation of this case is how 
stale the claim is. 

The central events took place in 1962, in 1963, 


Hé€re we sit in 1976, 13 or 14 years later, 


The plaintiff corporation didn’ even exist in 


13 


jks 


1962 and ‘63. It was formec only in 1966, when Mr. 


Snippee, to whom Mr. Farrell referred, and his secretary, 
Miss Morel, formed a New York corporation. The events 
were already stale and the circumstances already sub- 
stantially changed when the complaint was filed in 
September of 1967. 

Mr, Farrell has referred to how much the events | 
have changed in the intervening years. Soon after the i 
case was begun, early in 1968, the plaintiff appeared to 
have abandoned the case. Nothing happened. And it was 
easy when the Court, finding that nothing was happening 
in the case, called in the parties at the end of 1969 
— any further steps were taken in this case, 

Thereafter it was not until une of 1970, which 


is seven to eight years after the central events, tht 


| 
| 
plaintiff asked Phillips any questions about the actual 
facts of the case. | 
Now, this can be done in a lawsuit in what we 
lawyers call, as most of you know, I am sure, pretrial | 
discovery, and You can do it either by written questions 
that you give to the other side or you do it by getting 
a witness, giving notice and getting a witness to come and 


testify witheut the Court and the jury, but under oath, 


in very much the same way. 
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Now, it was not until June of 1970 that any 
written questions were propounded by the plaintiff to 
Phillips, and it was not until February of 1972, nine and 
ten years after the events, that any questions were put 
On oral examination to the Phillips people. 

Now, there was a reference by Mr. Farrell to 
the fact that a witness refreshed his recollection and 
found that a particular meeting in March of 1963 did not 
have anything to do with Puerto Rico but related to a 
presentation on the :atural gas industry in the United 
Eeaeee that was made by these Phillips officials in 
Washington. They weren't there for any purpose related 
in Puerto Rico, 

Now, I just cite that as the kind of aifficulty 
that one runs into when you are presented with a case 
that is so old as-this. 

Witnesses -- the first time they were ques- 
tioned -- were being asked to recall events nine an3 ten 
years earlier, now 13 and 14 years ago. Dead and 
dispersed files -- those that still existed had to he 
located and searched to respond to requests for docu- 
ments, We had trouble finding documents. There may 
be complaints about that. But it is not an easy thing 


to do. 
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But behind this delay, this what I would describe 
as a slow shuffle to trial, lie some highly significant 
aspects of the case. I am sure of one thing, that it has 
made your task as the triers of the fact that much more 
difficult, but it relates also, I submit, to the bogus 
quality of the claim and to the confusion over who, if 
anyone, had a claim to assert. 

There was a general atmosphere here, “Let's wait 
and see how Phillips makes out. £ it succeeds, well, 
let's say it is ours.” 

Mr. Farrell has passed far too guickly over the 
‘ 
question of who really asserting this claim. 

As we have noted, Prudential New York did not 
come into existence until 1966. Prudential New York 
is owned by another corporation, and ultimately by some 
stockholders who are strangers in some respects to any 
aspect of this claim. 

The proofs will show that back in 1965, four 
individvals were talking privately about whether they 
could make a claim against Phillips and what share each 
would claim. Phillips didn't know this. But they 
decided among themselves that they each had a 25 per cent 


claim. 


Now, four individuals -- their names have been 
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mentioned but there wasn't a word about this -- they are 
Nathan Shippee, Mr. Willey -- Mr. Willey spells his name 
with two l's, W-i-l-l-e-y -- Mr. Anderson and Mr. Wright. 

Now, you have Mr. Shippee and Mr. Willey in 
this drilling fund business together from 1959. You have, 
On the other hand, Mr. Anderson and Mr. Wright in shared 
offices in the same building here in New York, and Mr. 
Shippee and Mr. Anderson, perhaps some of the others, lived 
in Greenwich, Connecticut, and came to knew each other 
there, and these four friends formed Heritage Corporation 
in 1962, and for a while Heritage Corporation owned shares 
4 
of Prudential Connecticut. 

They were also involved together in a proposed 
real estate investment in Hazleton, Pennsylvania, in 
1962. 

Now, three years later, with this longstanding 
relationship among them, they decided that they would assert 


a 25 per cent interest in any claim agains Puillios, 


each one would have 25 per cent. But a dispute seems 


to have arisen as to how they would divvy up such a claim. 
Now, Anderson, who had kEeen Playing both sides 

of the street, he had a retainer, He is a lawyer and he 

was retained by Phillips. lle decided that he couldn't 


possibly assert any claim against Phillips. He had, in 
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fact, been handsomely paid for any services he had rendered 
to Phillips. | 

Willey had already dropped out of Prudential 
Connecticut, both as a stockholder and officer during 
1964. He had sold his shares to Mr. Shippee. but he none- 
theless, in 1965, said he wanted a 25 per cent share ot 
any claim. 

But by 1966 Mr. Shippee and Mr. Willey were 
talking about what that share should be, and we fini in the 
fall of 196: that Willey is suggesting, well, if not 25, 
let me have 20. 

Mr. Shippee was suggesting it ought to be 


But I point out these aspects and the curious 


nothing te do with this whole activity that had gone on 
in the preceding years, that when the complaint wes filed 


and they finally got around to filing a complaint, it 


t 
situation of Mr. Wright and his attitude, that he had had a 


was filed alone by Prudential New York, a New York corpora- 
tion, and we are told that Phillips Petroleum had a joint 
venture with someone and misappropriated property from 
someone, 

: Now, whose stale claims are being assertcd? 


But there is a further question. Against whom 


jks 


Goes any claim exist? 


In 1965 Mr. Shippee apparently looked to Mr. 
Anderson -- these are Mr. Shippee's words -- to take care 
of us -- us being Mr. Shippee, Mr. Willey and Mr. Wright. 

This is what Mr. Shippee wrote on a document 
that will be here. 

Now, although Phillips never knew it was paying 
Mr. Anderson for any services relating to Puerto Rico, 
the fact is that Phillips paid him more than $200,000 for 
his professional services, and in the years 1962 to 1955 
paid $200,000. 

Now, if he were claiming that amount for what 
he did in conjunction with Mr. Shippee, through Mr. Willey 
and Mr. Wright, if they were deceived, it was Mr. Anderson, 
not Phillips, who de.ezived them and is the deceiver. 

He was their partner. He was their co-participant. 
And Phillips appears to have been deceived the most, if 
anyone was here deceived. 

If there is a claim that they wish to assert, 
they should be off dealing with Mr. Anderson. 

Now, at first Mr. Shippee and Mr. Willey even 
proposed to sue Oscar Chapman, but apparently Andezson scems 
to have convinced them to drop that or perhaps realizing 


that they had never paid one cent to Mr. Chapman, never 
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retained him as counsel, they concluded that it would 


be an awfully hard case to assert. 


' In the end, it only came against Phillips who 


was, in fact, a total stranger to all of this inner 
circle debate that had been going on. 

So in addition to the question of whose stale 
claims are being asserted, we have the question of against 
whom does any such claim exist? 

Now, there are further central questions to 
which Mr. Farrell has alluded, whether there was ever an 
agreement of joint venture to which Phillips was a party 
and whether Phillips misappropriated anything. 

Now, to understand these questions I am going 
to attempt to share with you something more about the 
background of this, case than Mr. Farrell has seen fit 
to do. 

Let me begin by inviting your attention to the 
Stipulated facts to which, in due course, the Court will 
refer. 

The stipulated facts are in two sections. 

One contains a chronology of the facts that are agreed 
upon between the parties. _The other contains busincss 
information, industrial information about petroleum, 


petrochemicals and the different processes by which crude 
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vil is changed and becomes all of the different end 
products which are there explained. 

Now, there are only a few basic facts, but I 
think we have to hold up a few of the facts with which many 
of you are acquainted, I am Sure, with respect to the oil 


and petroleum business. But an understanding of rhese 


will aid a great Geal, I believe, as you listen to the 


witnesses to know of what they are speaking. 

Now, let us start with the petroleum as it 
comes out of the ground which, as you kn we call crude 
Or crude oil. It is a mixture of literally thousands of 
different compounés. It contains a range of thines 
within it than can be drawn out and extracted that ranse 
from very light gases to semi-solids, such as asphalt which 
we put on the road or paraffin wax. 

Now, the specific content of the crude oil 
varies from oil field to oil field. For example, you 
may find a high wax content in one field there to be 
extracted, and in another field literally or virtually no 
wax se add. 

Now, the content of the crude Oil affects both 
how it can be processed and what end products san be 


derived from particular crude oil. 


| : 
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i Now, a word about the processings. There are 
four basic processes that are generally described or 


categories of processes. You will hear reference to 


. ' xvefining operations, one; two, petro-chemical operations; 

2 three, primary chemical processing, and, four, secondary | 

; chemical processing: | 

: : Refining, petrochemicals, chemical l, 

, chemical 2. 

ae Now, while these processes are sometimes 
: | | 

” | continuous -- and bear in mind, the interesting aspect of 

~ | 

| petroleum and its processing, you never see it if the plant 

13 i s Ue 

: is working well. It gots from one container to another 

" through pipes. But the whole passage is within a plant on 

” such continuous bases that it sometimes is difficult to 

af | Say where refining operations end and where petrochemical ° 

- Operations begin. 

- But there is an important and crucial PER 

- tion for this case between a refinery, on the one hand, and 

” a petrochemical facility on the other. 

21 


What Phillips has built in Puerto Rico is a 


petrochemical facility. 


Now, the refinery begins with crude oil. ‘The 


petrochemical facility begins with a portion, only a portion 


of the products of a refinery after the crude oil has 


‘ 
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initially gone through the refinery. 


Now, you have heard in a very general way that 


would meet the requir-ments of the Puerto Rican goveriment. 
Only the Phillips product did. 
Each of the earlier proposals started with 


crude oil as its stock. Phillips in contrast started with 


there were successive attempts to develope a product which | a 
te Bes 


what are described as unfinished oils or naphtha, which is 
a product of the refining operations. 

Think for a moment, if you will, of the pair of 
your hand as a refining operation,and the crude 
into that refining operation through your wrist. 
the processiig, think of your fingers as the product streans. 
going out from the refining operation. You have very. ligh: 
substances going out through your thumb, such as gasoline. 
You have very heavy substances such as fuel oil going out 
through your little finger. Then if you move up the scale 
oe sour ring finger, you might have what are called cas oi: 
coming out through there. As you move up to your middle 
finger, you would have still lighter, which would be 
kerosene, and finally you come to the index finger, throucsh 
which the unfinished oils or naphtha would go out. 

And so what on ae saying is that in the 


Phillips example, you take what comes out of a refinery 


bslt 3 
through one stream and you build a petrochemicai facility 
based upon that stream. 

Now, just as a refinery tates crude stream 
and divides it into i hinere streams, 80 a petrochemical 
facility, drawing off of one stream, would have another 
break down so thac you would have rearee product streams 
going out from it in addition. And as you go from your 
petrochemical facility so your primary chemical, to your 


secondary chemical procezsing, these fingers keep multi- 


plying and the number of products that you can produce 


become extraordinary, an@ it is that variety that the person 
who is designing a petrocnemical plant has to have in ring, 


Phere has to be a coordinated plan to decide just what will 


be produced and the selection made. 


There isn't a facility in the world that makes 


all of those thinned Out at the end. There is a selection 
that is made based upon very simple problem that anyone 
has who wants to sell anything: What can I sell? and 
until you have established a way that you can reasonably 


expect to market everything that is going to be produced, 


you cannot possibly design your plant;you can't put somethin 


together that is going to take the feedstock that comes in 


and produce the right products which can then find their way 


to market. 


4 
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: Short, you just can't leave it to chance 
hor. postpone your decisions when you build a multi-million 
dollar plant. you must have at least the initial market 
very much in mind, and how you are going to dispose of 
alewsy chibi that comes out of that Plant. The whole question 
of whether you can meet your payrolls and all the Sthae 
expenses depends upon being able to sell all of the Product. 
You don't. build a plant to throw away some part of it. 

Now, just to give cone final focus on this, 

The end products of petroleum we all know about, but we 
sometimes forget. But this again shows, this tremencous 
‘variety of things that are coming out of the ultimate 
Processing; you have, of course, fuel and lubricants of 
kinds. Some of that will come right out from the refinery, 
it is not sent through any further Processing. You have 
what we call heat workable plastics, Phonograph recoris, 
Plastic toys, vinyl flooring, automobile upholstery. 

You have another kind, heat resistant plastic. 
Parts of electrical appliances, the handle on a pot, the 
electrical switches -- these are all heat resistants, taking 
different content. 

You have all the synthetic rubbers for the 
feet, for automobiles and Woebin: Yee ‘haan nylon, polyester 
fibers and those other things that are woven up to make 


Cloth. Again, it is made out of this whole Chain of processes 
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You have industrial chemicals such as the kind! 


. Mr. Farrell was referring to earlier. You have agricultural 


chemicals, pesticides and fertilizer of all kinds. You have 
drugs, cosmetics, detergents that we wash with, paints, 


dyes, finishes. 


You see what you're planning when you put a 
e. plant of this sort together? 

Now, I will put to one side that technical 
10 | information, but I think you will find it helpful as 

11 bearing upon the facts that are developed, and to the 


extent that there is occasion to go into any aspect of this 


further, it will be a part of the record in this case. ' 


Now, as Mr. Farrell has said, you need to have’ 


some facts with respect to oil imports and oil import oe 


j 
He has referred to the import restrictions, | 

you see. Quota ei gee kins were made each year to importers. f 

and for the reasons that he has indicated, an import permit 

could be valuable to allow you to bring in cheaper foreign 


oil, at least as the circumstances existed away back when, 


then domestic oil produced here in the United States was 


available for. But even in this case, as has been noticed, 


changed circumstances completely alter the attractiveness 


of import permits, let alone whether you even need them for 


any purpose. 


The history of the past thirteen to fourteen 
years, which is the time span we are called upon to deal 
with today, demcnstrates how completely unpredictable are 
future markets and future government tates which is the 
very basis for the regulation of oil imports back in 1961- ; 
1962. And it indicates, I suggest, how irrational it is to 
treat an oil import allocation for a particular year as 
having any assured value, let alone any value in some 
future years. 

The usefulness of an oil import quota is 
determined by the situation at the particular time. It may 
be useful yestérday; a change in government policy or Gil] | 
prices or supply can make it useless tomorrow. But in thee | 
case there is something even more important than that. 


The oil import allocation that was finally 


| 


secured for Puerto Rico that we are talking about here was 
not for crude oil, but for unfinished oils to be brought in 
for a petrochemical facility. And it was upon the commit- 
ment of Phillips to the Puerto Rican government in a written 
contract that it would invest millions of additional 
dollars, $55,000,000 was to be invested over and above what 
was necessary to install this plant, and all profits for 

ten years were to be put into Satellite facilities. 


Now, an oil quota that is conditioned with 
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all of this is not the kind of oil quota that was being © 


2 

3 talked about, and I'm a ae that in the testimony you will 
4 hear this point may be lost, but bear in mind, the very | 
5 special kind of import authorization that Phillips pheatnen| 
6 directed ac it is to this Puerto Rican facility. 

7 It was no end in itself. This wasn't Phillips; 
6 purpese. It was for a specific use only: 

8 To put a whole croject together that would 

10 serve the Puerto Rican purpose and would allow the Phillips 
11 to have the benefits that it hoped to get from such 2 

12 project. But only when it met what Puerto Rico felt was ae 
B “essential to it. | 
4 Now, Mr. Farrell has indicated that you just 
{| had to have foreign oil for a facility in Puerto Rico -= 

16 it just didn't make senr2 to take any feedstock from the 

7 mainland and carry it out on tankers to Puerto Rico, process 
uy it there and take it back and sell that product in competi- 


tion with the product that was processed right on the 


Mainland. You were adding all that transportation cost 


And .with the problem that Puerto Rico had in tryiig to take 


the ccuntry, the Commonwealth, and to bring it along with 


the creation of jobs and have various types of facilities 


there. 


It was recommended that the only place that you 


could look gor the kinds of raw materials that in the end 


r [a 3 5 
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make all of these end products that we were talking about, 


efforts of the Puerto Rican government that this story 


begins. 


is if you had some such facility as this, and it is with i 


It wasn't Phillips. It wasn't Prudential. 
It wasn't any of the others who were directing themselves 
to this problem. The Puerto Rican government, in what they 
called "Operation Bootstrap," which they started in 1942, 
was intent upon doing Something of this kind. And what 
they were looking for was someone who would and coulda 
develope a feasible program that would satisfy their reguire 
“ments as well as the requirements of the United States 
government. 

Now, there were a number of potentia_ sponsors' 
Over the period of years we are talking about, an@ there was 
not one company that came forward with a Proposal th 
could provide what the Puerto Rican authorities thoucsht was 
necessary other than Phillips, and the Proposal that they 
advanced. 

Now, we wilt consider those factors as 
we trace some of this Story that has already been shared 
with you. The most remarkable suygestion that has been 
made is that either Mr. Shippee or Prapco Group or any 


ofthe people associated with them, conceived of the core 


| 
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concept or of a quasi-public utility. - 

This approaches a claim that you and I, when 
we wi put a wheel on a wagon invented the wheel. The core 
concept, the public utility concept is fundamental to 
industrial development. It is what Operation Bootstrap 
was all about. Core Industries were a special objective 
of EDA. They wanted the core industry to cluster around 
and to create the jobs, that's what they were trying to de 
from the very beginning. 

‘During the 1950s the administrator of EDA, 
Teadoro Moscoso, he identified such things as slauchter 
houses and flour and feed mills and petrocherical plants 
as core industries they wanted to bring to Puerto Rico 
for just these purposes. 

During the 1950s the economic feasibility of 
a petrochemical complex for Puerto Rico was extensively 
studied by EDA and how such a core facility cculd attract 
satellite industry and jobs for Puerto Rican workers. 

Tt was because EDA wanted a core industry 
that it began its efforts during 1961 to open up the federa 
giverueene hy import program with respect to Puerto Rico. 
Without these indigenous raw materials that Puerta Rico 
necded, it just couldn't ee the new industry that it was 


seeking. 


“mame was mentioned 
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Hyning, the petroleum expert of EDA regarding these matters. 


Mr. Farrell dismissed him as an "EDA functionary." ‘He isa 


Now, you will hear testimony from Mr. Van Ty 
Rhodes scholar and a very significant and knowledgable 


person in EDA in evaluating what it was that Puerto Rico 


Brown, to whom Mr. Farrell referred. Mr. Brown is someone 


who saw what this was all about and he trieg ever so hard to 


put it together in the spring of 1962. There had been an 


effort in the fall of 1961, you see, Jack Coan -- 


needed 
~ You will hear testimony as well from Mr. 
his | 


-- is the name that figures 


this, and Jack Coan visited Oscar Chapman, the Washington 


lawyer, at the end of 1961 and Mr.Chapman said "We need 


Someone like Bruce Brown who Knows this ind 


ustry through 


and through to help us see what would work here." 


Ove method already common in the industry 


“Js 


which Mr. Brown identified, was for an intergrated oil and 


petrochemical company, such as Phillips, to sponsor such a 


Project. Employing its already developed resources of 


supply, established markets, it had the basis 


for going into 


such a project. 


This is precisely what Phillips ultimately 


did, 


Drawing upon its own rich experience in the field, 


its technical resources, 


both in oil and in petrochemicals, 
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To suggest that a banker, Mr. Shippee, and 
his group, had to show Phillips how to put a core petrochenic. 
facility together is like, well, someone offering you a 
road map to find your way home from the drugstore, and then 
not even showing you the route. 

One of the reasons Phillips said no -- and 
Phillips did say no to Mr. Brown and Mr.Chapman and Mr. Coan! 
in June of 1962 -- was that they were offering Phillips a 
joint role with them in a project that Phillips knew if 
other factors from its internal point of view made. it 
favorable and made sense for them, that it was fully capable! 
-of accomplishing on its own. And it accordingly said no to | 
Mr. Brown. 


Moreover, for some six years Phillips had been 


examining the possibility of establishing operations in 


| 
Puerto Rico, and in 1959 had conducted a thorough examina- | 


tion of a chemical plant in Puerto Rico to determine the 
feasibility of making it a source of petrochemicals, of 
broadening, if you will, the operations of an already 
existing plant. 

In contrast to that approach, by the 
knowledgeable Mr. Brown to Phillips, Mr. Shippee, through 
Mr. Anderson, was pursuing a piecemeal approach. 


In November of 1962, some five months later, 


bslt af 72 
and he was seeking just a back to back arrangement with 


Phillips under which Phillips would sell crude oil to a 


proposed refinery and buy the refined petroleum products 


not consumed in petrochemical operations. 

Shippee, through Anderson, rezicher asked 
Phillips to back a partnership nor did Phillips understand 
that it was being asked to be anything more than a seller 
of crude and a buyer of products. 

Let's turn now to this question of whether 
there was an agreement of joint venture to which Phillips 
Was a party. 

I sometimes have the feeling 
this case are treated like a ball of clay, 

Successive teams of lawyers have sought to shape and reshape 
the discarded -- and discard the pieces that didn't fit 

into their theories, but nine years ago when the complaint 
was filed, it summarized the purported joint venture in 

this way -- paragraph 34: 

“Prudential was to acquire the equity interes¢! 
in the company to be Organized and operate the project 
facilities and Phillips was to receive the right to supply" 
that is, to sell to the company to be organized, “the crude 
er unfinished oils to be processed at the project and the 


right to purchase all of the products of the refinery, with 
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the exception of the petrochemical raw materials." 


3 
Now, the sale of crude oil and the purchase 
4 . F 
back of refined products other than petrochemicals, a so- 
5 
called back to back arrangement, was what Mr. Learned's 
6 ; 
letter of November 13, 1962 suggested, and what the 
7 
parties contemplated -- this is what Mr. Farrell was 
8 | 
referring to. 
9 
: Phillips staunchly maintains that such an 
: | 
10 
| arrangement is not in any way a joint venture or a partner- 
11 | : 
| ship of any kind. Note that Phillips was not offered, nor 
12 
| did it request, any ownership interest in the proposed 
13: . 
f project or in the company which was to be organized to 
4} 
take over the project. Phillips hau already indicated to 
15 
Mr. Brown,and this information was made available to Mr. 
16 |: : 
i Shippee, that it had no interest in such a joint under- 
17 f 
; F taking. 
18 


I Mr.Learned was expressing a willingness on 


behalf of Phillips simply to be a seller of oil to someone 


eise's refinery and to buy back after processing a portion 


of that oil. The fact that Phillips in the business of 


being a seller of oil volunteered to help its prospective 


buyer is no more than the common assistance a seller’ 


proffers seeking to make a sale. It doesn't make them 


partners. 
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‘The Court will in due course instruct you 2n 
the law of fein venture, and you will be informed as to 
the questions of fact which you must decide in determining 
whether there was an agreement of joint venture. 

Phillips’ position is that there was no joint 
venture, and it tistics to these facts which it proves, we 
believe, will demonstrate: That Phillips was neither 
offered nor requested aiy share in any profits of the 
Prudential Propco Project. Phillips was neither 
asked to assume nor did it agree to assume the burden of anv 
losses of the Prudential Propco project. Nor of any 
expenses that Prudential Might incur, which 1 note paren- 
thetically amounted to something iess than $2,000 for all o: 
this activity that we have been told about so far as their 
out-of-pocket expenses was concerned. 

Phillips was neither asked to assume ner cid 
it agree to assume any joint obligations with Prudential. 
Phillips neither Claimed that it had authority to obl:gate 
Prudential to other Persons nor did it tel] Prudential thas 
it coule obligate Phillips to other persons. Phillizs 
was neither offered nor did it request any control over 
the ménagement of the Prudential} Propco project. There was 
no jointly held property. There was no shared and common 


Purpose. Prudential and Phillips were on Opposite sides of 
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the proposed transaction -= Phillips was to sell to Propco 


3 and then buy back. Propco was to buy from Phillips and 
4 then sell back. 
5 The terms, as has been noted, remained to 
6 be negotiated of that purchase and sale. The final para- 
‘ 7 graph of Mr. Learned's letter is Clear: " 
: ' “Whenever you desire, we shall be glad to 
% ' ‘have our representative work with you to negotiate and 


complete contracts." 


Just what happened? Mr. Shippee 


involved. 


Anderson, acting for Shippee and 


not for Phillips, accordingly offered Phillips 


bility of selling crude oil to a new refinery, 


back importable gasoline, which Phillips could 


within the United States. Phillips was in the 


‘ 


Learned could only have been understood for wha 


‘authorities to demonstrate that he would be able to get oil 


t it was, an 


wanted a 


tece of paper that he could exhibit to the Puerto Rican 
P . 


for the Proposed refinery and that the refinery could sell 


the oil products -- petrochemical feedstocks were not 


himself, 

the possi- 
and buying 
in turn sel) 


business of 


selling oil and gasoline and was Obviously willing to 
confirm its interest in such a possible transaction. 


As far as the lettcr when received from Mr. 


I 
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expression of interest from the potential supplier and 


purchaser for products of the proposed Propco refinery. 


As an oil consultant said to the Prudential 


pecple in December of 1962, “Any oil company would give you 
that kind of a watites in two minutes." 

As you follow the evidence regarding the 
events which followed November 1962, take note of the fact 
that Phillips is a total stranger to all discussions regarding 
the control or the management of this Propco project. 
There was not even a formal acknowledgement of Mr. Learned's 
letter of November 13, 1962. At that point there was no 
.purvose in ‘ihedmcseuacess to negotiate terms regarding the sale 
of crude oil and the purchase of product. First,. this 
group that was tying to put serie together had to put 
together a total project. It never could do so. Phillips 
lent a hand to its prospective purchaser and source, it 
provided samples of crude oil, indicated what was technicall 
feasible in the processing of such feedstocks, but it never 
becaine more than a prospective seller helping its prospective 
buyer tc get into a position where it could make the 


purchase. 
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Any disclosure by Prudential to Phillips was 
for the surchee of gaining the benefit of Phillips' 
knowledge and experience without any charge to Prudential. 
“It was a submission solely for Prudential's own benefit. 
They were, in short, asking for free advice. 

There is no suggestion that Phillips sought from 
Prudential any of the information which may have been 


9 shared. Shippee and his colleagues had absolutely no 


contact with the Phillips management. Shippee never 


spoke with Mr. Learned about Puerto Rico until 1965. 
We are talking about 1962 and the first part of 1963. 


He dealt only with the technical personnel from 


ets he could get this free expert opinion and advice. 
Now, aS soon aS any different involvement for 
Phillips was suggested to management, the word went hack, 
no. 


Now, this is why Mr. Shippee asked Mr. Anderson 


He was tryina to 


again for some help in April of 1963. 


get Phillips *o reconsider, as he said, because he knew 


owen oo ome eee oe 


21 he was through as a sponsor of a project if Phillips would 
sa not do the whole job for him. 
ed Mr. Anderson apparently knew it was futile. 
a Ne doesn't seem to have done anything after he received 
25 that letter at the end of April of 1963. 
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The simple fact is that Prudential was never ahle 
to put together an economically feasible project. It never 
could demonstrate that it would provide an adequate quantity 
-of petrochemicals or that it had a market for whatever 
petrochemical ae the facility, the refinery would 
produce. 

Now, the whole purpose of the EDA was to have 
more petrochemical feedstocks available in Puerto Riso, 
but Prudential was neither able to promise an adequate 
production of petrochemical feedstocks nor any market. 

EDA could only reach the conclusion, which it 
did, that the Prudential project, the Prudential-Propco- 
Shippee project, was a scheme of promoters to get an oil 
quota which woudl provide none of the advantages that 
EDA was seeking for Puerto Rico. 

Now, iaok at the events in March of 1963 rather 
closely as you listen to the witnesses. What Prudential 
came to suggest at that time was that Phillips assume the 


responsibility for reworking everything that was in this 


draft brochure and that it develop a marketing study. 


A marketing study is how you dispose of the 
products. You can't put the whole thing together without 


- @€ Marketing study. That, as I have indicated a few 


minutes ago, is what a project of this sort is all about. 
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What can we sell out there? © Then we design, get the 

right kind of crude, put in the right kind of processes to 

break the things up, so that we end up with those products 

“and not some iid. It has to be an integrated piece. 
And so what Phillips was being asked for, at 

the end of March, 1963, was to take all the figures, every- 

thing that had been done before, rework them and come up 

with a marketing study for a facility over which Phillips 

would have no control and to which it was simply a seller 


of crude and a buyer of products. 


Now, the Phillips management made it clear that 


Phillips was not Chieranind. Their position from 
November 1962, the time of Mr. Learned's letter, to these 
events of March and April 1963, was exactly the same. 

“We'll be happy to sell you crude. We'll be 

happy to buy products, but we are not going to be 
sponsors, joint sponsors with someone else of a 
facility of this sort." 

This is what they told Rrown a year before, and 
their position that they had follows was completely con- 
sistent all the way through and unchanging, from their point! 
of view. There was no reason to reconsider that 
position. 


Now, there are interesting events of May and 
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June of 1963 which followed when the Prudential-Propco 
group, in their disappointment, fell to Squabbling among 
themselves, and Mr. Shippee and the Warburg investment 

’ banking people engaged in some re re recrimination 
and some name calling, but whatever mete — Phillips 
remained a complete stranger. It was no part of the 
controversy and it, in fact, hadne knowledge of the whole 
thing. From the outset, I submit, it retained its 
independence and freedom as an outsider, which it was 
clearly regarded as being by all the participants in the 
Prudential-Propco effort, 

Now, you will search the evidence, as this record 
is made before you, listen to the testimony and the exhibits | 
that are introduced; you will search in vain for any 
participation by Phillips in any meetings where matters 
relating to the management or the control of the Prudential-_ 
Propco project were discussed. This is where Phillips 
Was -- completely removed. 

Now, Mr. Shippee's unfortunate airplane accident 
in July of 1963 coincided with this disintegration of any 


Prudential Propco sponsored project. 


happened within the Prudential-Propco group during 1963, 


but I say again what is clear is that Phillips was no part 


| 

| 

Now, conflicting stories are told of what | 
{ 

| 

i 


“SOUTHERN Di-tRICT COURT RiPoRTI RS. US. COUR LI UMINE 


e i . ™ 


kss ee : : | 81 


of the group and no part ue any of the discussiosn among the 
group at that time. 

Now, aS we proceed on with our story, we come 
to what Phillips believes was the hirth of its project 
in August of 1963. 

Now, remember, Mr. Coan and Mr. Chapman, back 
into 1961, had been trying to put something together. 

They tried with successive groups of people. They worked 
very closely with Mr. Brown, and Mr. Brown had asked 
Phillips to join them in the spring of 1962. Phillips 
had seid no, and you have this abortive, unsuccessful 
Prudential-Propco effort between November of 1962 and the 
eee of 1963, and Mr. Chapman and Mr. Coan still.want 

to carry On, and Mr. Chapman decides to go back rm Phillips, 
and he tells Mr. Learned of Phillips, in August, 1963, 

that he believes if Phillips would sponsor a project that 
he, Mr. Chapman, working on Phillips' behalf, could obtain 
a quota for such a project. 

Now, Chapman's inquiry of Phillips coincided 
with the development of a new foreign source of crude oil 
for Phillips. This was in Algeria, and Mr. Learned, 
when Mr. Chapman approached him at that time, perceived the 
possibility of a special program to take that Algerian 


crude oil. There was great demand at that time -- now, 


STH ny ‘ 
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again, it is an entirely different situation from todays 
There was great demand fez fuel oil in Europe. There was 
this possibility in Puerto Rico. The feedstock that 

‘you would need for petrochemicals that would be most 
desirable was at the lighter end. You would be taking 
your fuel oil up from a refinery in Algeria to Europe and 
you would be taking other products from the refinery to 
Puerto Rico for further processing. 

Now, this was Mr. Learned's concept when “r. 
Chapman called, and he said, "Well, maybe this will make 
sense." 

And what Mr. Learned then cirectec was that a 
comprehensive study he made, what came to be called the 
Puerto Rican European Algerian project. This is within 
Phillips. It was known as the P.F.A., the PFA-project, 
and the PEA project visualized taking oil from Algiers, 
refining it in Algiers through the initial stages, and 
then sending the heavy ends up to Furope and the light 
to Puerto Rico. 


Phillips immediately put a task force of 46 


people to work on this, drawn from nine departments of the 


company -- they took this very scriously -- to investigate | 
every aspect of it, and their report,in late September, 


confirmed the gencral feasibility. They didn't go into 


A 
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details of design: at that time, but they were extrapolating 
what could le anticipated and the kinds of products and 
how those products would be disposed of, that the whole 

‘ thing could make economic sense. 

And the Phillips management, upon receiving 
that report in the late weeks of September 1963, endorsed 
going forward with detailed development of the proposal. 
Chapman was informed of this. He was delighted. 

He alerted Coan, who informed the New York office of EDA. 
Anderson was informed by Adams and Learned that they 
would sponsor alone their own Puerto Rican project, and 
had no interest in working further with anyone else on 
‘Sass 

Now, the development of the Puerto pice phase 
of this PEA project within Phillips that went forward 
from that time is what has come to fruition after an awful 
lot of sustained effort over the next several years in 
the petrochemical facility in Puerto Rico. 

Now, Chapman and Coan made available to Phillips 
the material that they had previously assembled in 


their successive efforts, begianing in 1961, including 


much of the material they had made available to Prudential, 


Coan introduced certain Phillips personnel 


to the ENA officials here in New York, and he shared with 
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Phillips, as he had with Seu dndte) a year earlier, his 
insights as to what he believe’ «> EDA officials were 
looking for. 

Now Phillips, after working at this for a number 
of weeks, became satisfied with their progress and with 
their ability internally to develop a feasible project, 
and they took the next step of a formal retainer agreeuert 
of Mr. Chapman's law firm as the lawyers for Phillips 
with respect to this project, and they took the further 
step of a formal retainer agreement with Mr. Coan and his 
management firm called Omega Management, and both of these 
professional firms were put under retainer as professionais 
ccbihniinialn Phillips, Mr. Chapman to process the applica- 
tion for an allegation of what was to be, as I have 
indicated, unfinished oil or shall we call it naphtha, 
and Mr. Coan worked with the authorities in Puerto Rico in 
order to develop the best possible cooperation there and 
to bring the Phillips proposal into shape that would meet 
what it was that EDA was seeking. 

Now, in due course, in mid-December of 1963, we 
move ‘rather quickly down through here, as the Phillips 
personnel were putting together all of the requisite 
Studies, an overall piece was put together on tiiclininine: 


the 16th, 1963, and it was in a letter -- this is the 
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central letter; it is the basic Phillips proposal that 
was put to EDA, December the 16th, 1963, and on the basis 
of that Learned proposal, EDA said, "We want to meet the 
‘Phillips people. We wart to have them come down anc we 
will hate a meeting here of the top Phillips officers with 
the EDA authorities." 

And that meeting took place in the first fow 
days of January of 1964, and Phillips made a formal 
presentation, complete with slides and description of 
what they were doing in various parts of the world, and 
its relation to petrochemicals as well as to all the 
other aspects of the oil business. 

Now, among the materials assembled for tha: trip 
to San Juan was a brochure preparcd to Mr. Coan's speci- 
fications, which included in its introductory materia- 
several sentences from the Prudential-Propco booklet which 
Mr. Coan had similarly helped with back a few months 
before. 

I suggest it is wholly innocuous, useless 
imitation, obvious.y prompted by Coan's successive 
involvement for more than two years with at least forr 
different sponsoring groups, each of which wanted to put 
together some sort of a presentation, and thic is the 


curious fact: The only persons to whom the lanquage was 


jks 
ever shown were totally unimpressed. 

Mr. Durand, the administrator of EDA, who saw 
it, said In his testimony that it was an innocuous 
statement and that if he had sought to explain the purpose, 
he would have salad much stronger language and been much 
more specific. 

Now, Mr. Van Hyning told Phillips to rework 
whole thing; this wasn't going to serve that purpose; 
discard all of the language from the earlier brochure; 
this wasn't what weas needed. He said, “Go back to 
Mr. Learned's letter that he sent down in the middle of 
December 1963 and build the presentation that you are going 
to make around that," and in this he was thinking of the 
presentation etme ies going to be made to the Department of 
the Interior. 

Now, all of that was the direct result -- all that 
was presented by Mr. Learned to Mr. Durand in December of 
1963 was the work of the Phillips personnel. 

The proofs will show that nothing material to 


the Phillips proposal had any origin in the preceding 


efforts with which Mr. Chapman and Mr. Coan were involved. 


It was made out of whole cloth by Phillips going back with 
this that they started to develop as the PEA project in 


August of 1963. 
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What was FDA's response? It was immediate. 
This is what they, had been looking for. This will do for 
Puerto Rico what we are after. 

And right within the first weeks of January Mr. 
Durand sent eek tin Secretary Udall asking that Udall give 
favorable consideration to amending the regulations as 
might be necessary to allow more oil to come into Puerto 
Rico, so it could be used in this project that Phillips was 
proposing. 

And Mr. Durand followed that up on the 28th of 
January of 1963 with a letter to Mr. Udall, a lengthy 
letter, explaining just why this was what was needed by 
Puerto Rico, and expressing the reasons why Mr. Durand 
believed it was compatible with the regulation of imports 
that the U. S. Government was itposing at that time. 

Now, for the next six months Phillips personnel 
worked with Mr. Chapman in developing and presenting 
various materials to the Department of the Interior and 
various conferences were held at the Department of the 
Interior, and then, as Mr. Farrell noted, he jumped right 
ovex.te that -- there were many hundreds of hours of work 
in the intervening months. Public hearings were held 
at the end of July by the Oil Import Appeals Board. 


Philiips, at that hearing, was supported by EDA. 
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Mrs; Durand was a witness for Phillips and for 
the project, in support, to indicate what this meawnt to 
Puerto Rico. 

Phillips fully described the entire project from 
the unfinished oils or naphtha struam through the petro- 
chemical facilities, through the various stages of 
chemical processing. 

But what a storm it created. Virtually the 
entire oil industry of the United States came in on the 
other side in opposition. this was a very substantial 
dispute. It required Mr. Chapman, who was Phillips' 
lawyer, tc develop word extensive presentations and there 


were additional submissions over the following months, 


Everyone knew what was going on -=- everyone in the oil 


after the hearing, in August and in the fall of 1964. 
{ 


industry. I am not sure that I did. Probably most of 
you weren't regarding this as front page, buc everyone in 


the oil industry was seeing a report blow by blow of this 


time. 


| 
dispute. It was in all of the oil publications at that 
Now, Mr. Shippee and his people were silent. | 


They took no part, contributed nothing, never suggested that! 
Y g 


| 
| 


they had any role in the whole Phillips-sponsored project. 


Phillips had working with thom Mr. Chapman, Mr. Coan and 


SOUTHIERN DIVIRICT COURT REPORTERS, Us. CoURTOLN 


3 | Ultimately, but not until February of 1965, 

4 | the Secretary oc. the Interior, Mr. Udall, ‘iii that 
5 fe would approve an oil allocation for the project but -- 
6 | ‘and this is a terribly importait but -- only if a satis- 
1 | factory contract were ied tidal between Phillips and EDA 
8 7 to assure€ that the purposes that EDA was espousing and 

9 I for which they wanted this project would be fulfilled. 

10 And as I said when we were thinking together 
1] about oil import quotas a little time ago, this was not an 
12 oodinary oil import quota. It was completely non- 


negot.able. It could be traded to no one. It was 


loaded with conditions and commitments by Phillips, sub- 


Stantially reducing any economic benefit Phillips or anyone 


else that had such a project could hope to obtain. 


Now, the negotiaions of that contract ran from 


February of 1965 to May, the end of May 1965, and EDA drove 


a hard bargain. This was all a part of what was going 


On and what Phillips had to do to convince the Intcrior 


Department that they were sincere as to what they were going 


to place in Puerto Rico, and they put their names down on 


paper to say, yes, we will do all of that, and in addition, 


we will put 55 million dollars: into the plants that 


Surround it, and we will Plow back all profits for ten 
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There wasn't a word of this in anything that 


Mr. Farrel said to-you. 


Now, the agreement was ultimately signed on May 


27th o£ 1965. But meanwhile the opposition onthe outside 

had not abated at all. There were further public hearings 
in March of 1965. Again, Phillips and EDA were involved 

in these in making the essential presentation. Mr. Chapran 
was again very much involved with those efforts. 


(Continued on next page.) 
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end of May, that wasn't the end. The President at that 
point, who was Supposed to be so peacnaly to this situaticn, 
according to Mr. Farrell, appoints an inter- departmental 
committee to study the whole oil import program. And 
everything stops. Various high officials in Puerto Rico 
wrote to Mr. Udall and they said "What's going on? We 
thought we had done all this. We had gone through it with 
Phillips. When can we ever go forward with this Erojece?” 


And throughout the 
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Even after the agreement was reached at the 
| 


1965 nothing happens, and everything was held in abeyance. 


‘ : 
it was only at long last in December, 1965 that the necessary 


official action was taken authorizing an allocation to “| 
Phillips effective in 1966. 
What we have after two and a half years of 

Sustained effort by Phillips, in December, 1965, now ten | 
years ago, they finally obtained the grant for the oil | 
allocation. It was at great expense with these commitments, | 
twenty-five percent of the sotck of Phillips Puerto Rico | 
Core, Inc., which is the name of the company that has | 
petrochemical facility was given to PRIDCO, the Puerto 

Rican Industrial Development Company, which is an agency of 


the PUerto Rican government, Phillips had seventy-five 


percent of the stock and PRIDCO had twenty-five percent. 
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And for this entire period, August of 1963 to December of 
‘6s, Prudential Connecticut was just a total Stranger to 
what was going on, and it was during this Period that in 
fact its export existence ceased. 

But remember this, obtaining the quota was 
only the initial step. You had to design, detail design 
an entire petrochemical facility, and you had to buile it, 
and it took from January of 1966 to January lst of 1968 to 
build it. 

Now, it was late in that period, in September 
of 1967, with most of the facilities installed 
‘testing, and the first P&sSs through or product: 
just a few months away, that the complaint in this action 
was filed. | 

I suggest that nowhere is the bogus character 
of the present claim more apparent where against this 
background, and after Phillips had already invested 
$30,000,000 in building this factility -- not to mention 
its obligations that would come into Play -- Prudential 


New York asserted in the complaint that a hundred percent of 


Phillips’ equity interest in Phillips Puerto Rico Core | 


belonged to it. 
The patent absurdity of such a claim has 


led plaintiff, over the intervening years -- this action 
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has been pending -- to scale down what they would claim, 
and its come down to twenty-five percent, or perhaps even 


to ten percent, according to what has been indicated that 


some of their experts would testify to. But this serves 


only as an acknowlecgement that there never was any agree- 
ment of joint venture. That crucial term -- if we claim 
a hundred percent, well, maybe twenty-five percent, maybe 
ten percent. If you had no better idea of what your 
relation is with your supposed partner, how can you possibly; 
Say that there is an agreement upon anything? 

Phillips was to receive no interest in what 
Prudential and PROPCO were talking about at the end of 1962 
and by the same token, Prudential, PROPCO, however they may 
be, were to receive no interest in the Phillips project. 
The evidence that will be presented to you, ladies and 
gentlemen, will show that Phillips has not sought to avoid 
any legitimate obligation arising out of this petrochemical 
facility and its develcpment. 

The Chapman law firm, which was retained, 
was fully compensated for their legal services; the Coan 
lianagement firm was similarly retained by Phillips was 
fully compensated, prior to Mr. Coan's untimely death in 


1966 -- he has now been dead nearly nine years. 


The bricf and futile involvement of Mr. Shippe 
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and his group, now thirteen and fourteen years ago, is, I 
submit, an empty effort and a pale contrast to the sustained 
contribution by Chapman and by Coan to the realization of th 
initial steps in putting this project together. 

Ladies and gentlemen, it is a Stale clain, 
and I believe that the proof will convince you that its 
Staleness reflects both the absence of a proper, good 
faith claimant, and of any proper and good faith claim. 
And that is what our proof will be about. 

Thank you very much for your attention. 


THE COURT: Members of the jury, at this time 


| 
| 


we will take a brief recess. you may withdraw to the ; 
room. 

fey excused. ) 

(Recess taken.) 

(In open court - jury present.) 

THE CCURT: Members of the jury, Court's 
Exhibits 2 and 3 are now received in evidence. Court's 
Exhibit 2 is a paper entitled "Stipulated Facts." 

Court's Exhibit 3 is a Peper entitled 
"Stipulated facts with reference to petroleum, its basic 
anc intermediate processing, its products and associated 


industrial activities,” 


Now, anything that is contained in the 
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statement of stipulated facts in Courts’ Exhibits 2 and 3 
you must deem to be true for the purposes of this case just 
the same as if a witness whom you believed had testified 

to these facts. They have been stipulated in that form in 
order to save time and shorten the trial. 

The attorneys will be permitted to read to you 
from the stipulated facts, and if you need to refer to then | 
during your deliberations, you will be able to send out fo 
them and have them sent to you inside the jury room. 

All right. 

Mr. Farrell, you may go forward for the 
Plaintiff. 

MR. FARRELL: Your iicnor, I intend to read 
to the jury from the stipulated facts at this time. 

THE COURT: You may read as much as you wish 


to read at this time, and if Mr. MacCrate wants to read 


anything after you have finished for the purpose of keeping 


them both in context, he may do so, or he may read later 
on, whichever he prefers. 

MR. FARRELL: “Stipulated Facts.” 

“Prudential Connecticut was organized on 
October 30, 1959 under the laws of the State of Connecticut . 
and its certificate of organization was filed November i3, 


1959. Until Octob er 1, 1962 its principal place of 
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-business was in Greenwich, Connecticut, when it opened an 
office in New Ycrk City which was thereafter its principal 
place of business. 


“Prudential Delaware was organized on March l, 


1965, under the laws of the State of Delaware. On May 16, | 


1965 the stockholders of Prudential Delaware voted to 
acquire all property and assets and liabilities of Prudential 
| 

Connecticut in a share for share exchange of stock effective! 
as of June 30, 1965. 

“On May 26, 1965 the stockholders of 
Prudential Connecticut voted to reorganize as Prudential 
Delaware, to dissolve Prudential Connecticut as of June 30, 
1965, and to transfer the entire assets, liabilities and 
good will of Prudential Connecticut to Prudential Delaware 
as of June 30, 1965 and that each shareholder of Prudential 
Connecticut should recieve one share of stock in 
Delaware for each share held in Prudential Connecticu:s. 

"A certificate of dissolution of Prudential 
Connecticut was filed on November i2,,1965.." 

THE COURT: Excuse me, I'm going to ask you 
to read the numbers also for the substance -- 

MR. FARRELL: The Paragraph numbers? 

*S. Prudential Drilling Funds, Inc. 
(*Prudential Funds') was incorporated in Delaware on Decemse) 


21, 1965. Its name was changed to Prudential Funds, Inc., 
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on August 5, 1966. 

"6. On July 13, 1966 the stareholders of 
Prudential Delaware voted to chage its name from Prudential 
Oil Corporation to Prudential Equities Corp. and the 
minutes of the shareholders meeting recite that the 
change was ‘to reflect more accurately the business of 
the corporation.’ This change was duly effected on July 
15, 1966. On June 2, 1969 the name of Prudential Delaware 
was further changed to Prudential Resources Corp. 

"7. Plaintiff Prudential Oil Corporation, 


(Prudential New York) is a New York corporaticn which was 


incorporated on July 12, 1966. 


"8. Defendant Phillips Petroleum Company 
("Phillips") is : Delaware corporation with its principal 
place of business in Bartlesville, Oklahoma. At all times 
the business of Phillips was that of an integrated petroleum! 
enterprise engaged in every phase of the petroleum industry 
and in various petrochemica. activities, including explora- 
tion for and production of crude oil, natural gas and natura 
gas liquids; transportation of crude oil from wellhead to 
eobineey: refining and processing of crude oil and unfinishe 
Oils into a broad range of by-products, including gasoline, 
aviation fuel, petrochemical intermediates, and petro- 


Chemicals; and the transportation and marketing of refined 
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“products ang petrochemicals. 

"B. Assignment of Claims: 

"9.. As of June 30, 1965, a general indenture 
of convenyance, assignment and transfer of property and 
assets from Prudential Connecticut to Prudential Delaware, 
without Specification of Specific property anc assets, was 
executed by Prudential Connecticut. Also, as of June 20, 
1965, an indenture of assumption of liabilities taken over 
Prudential Delaware from Prudential Connecticut, without 
Specification of specific liabilities, was executed by 
Prudential Delaware. 

"10. On June 20, 1966, the board of 
directors of Prudential Delaware took the following 
action: 

“(a) approved and authorized the transfer by 
Prudential Delaware to Prudential Funds of all of 
Prudential Delaware's assets relating to its business in 


the management of oi] and gas drilling funds, including its 


| 
- . . . | 
fiscal agency for ‘the Prudential Drilling Funds' in exchance 


for all of the issued and Oucstanding stock of Prudential | 
Funds and the assumption by Prudential Funds of certain 

liabilities of Prudential Delaware With Prudential Delaware 
"retaining to itself, ail ef the right, title 4nd interest of 


(Prudential Delaware) in and to any business unrelated to | : 
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the market of oil and gas drilling funds.' The business of 


Prudential Funds consists of publicly offering unit partici- 


pations in and administering oil and gas exploration and 
development programs known as the ‘Prudential Drilling Fund 
Programs, ' which provide facilities for co-ownership and 
participation by individuals in high income tax brackets in 
Oil and gas drilling ventures. 

"(b) voted to change the name o 
Delaware to Prudential Equities Corp. 

"(c) authorized the transfer to Prudential 
New York, in exchange for all the capital stock of 
Prudential New York, of ‘all obligations, rights and 
iwieis of the Corporation with respect to the joint venture, 
and with respect to the promotion, financing and 
devleopment of petrochemical companies related to Or associ- 
ated with the joint venture with Phillips Petroleum co. anc, 
upon the effectiveness of the aforementioned change of name 
of the Corporation, the use of the name of the Corporation, 
Prudential Oil Corporation’. 

"(d) authorized and directed the officers of 
Prudential Delaware to form a new Subsidiary under the name 
of Prudential Oil Corporation under the laws of the State of 
New York. i 


"ll. On July 13, 1966 Nathan Mm. Shippee as the 
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incorporator of Prudential New York elected himself and 
Patricia R. Morel as the directors of Prudential New York 
until the first annual meeting of shareholders, or until 
their successors were elected ana qualified. On the same 
day the directors of Prudential New York elected the follow- 
ing officers of the corporation: Nathan M. Shippee - 
President and Treasurer; Patricia R. Morel - Vice President 
and Secretary. 

"12. On July 13, 1966, the directors of 
Prudential New York voted to acquire all the rights 
and claims of Prudential Oil Corporation, a Delaware 


Corporation, with respect to the joint venture with 


Promotion, financing and development of petrochemical 


companies relating to or associated with the joint venture 


. i 
Phillips Petroleum Company, and with respect to the | 


with Phillips Petroleum Company, together with the use of the 
name of Prudential Oil Corporation, in exchange for 20,000 
shares of Common Stock, par value $1 per share, of the Corpor- 
ation and the assumption by the Corporation of any obliga- 
tions of Prudential oil Company [sic], a Delaware corporation, 
of any obligations with respect to said joint venture, the 
Same to be effective as of the close of busincss on euly 23, 
1966, and voted that ‘the Proper officers of this corporatio; 


be, and they hereby are, authorized and directed to issue to 
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Prudential Oil Corporation, a Delaware corporation, (name 
being changed to Prudential Equities Corp.) certificate 
evidencing 20,000 shares of fully paid and non-assessable 
Shares of Common Stock of the Corporation upon delivery of 
aforementioned consideration to this Corporation' and that 
‘the aforementioned consideration to be received by the 
Corporation in exchange for the 20,000 shares of Common 
Stock, par value $l per share, of this Corporation be, and 
the same hereby is, adjudged and declared to be of a 
value cf at least $20,000, and to be necessary for the 
business and in the best interests of this Corporation’. 
"13. On July 13, 1966, Nathan M. Shippeec 


on behalf of Prudential Delaware executed a general incen- 


ture of conveyance, assignment and transfer to Prudential 


New York, which states that Prudential Delaware was trans- 
ferring ‘the name Prudential Oil Corporation, and the use 
Said name, and the right, title and interest of the Grantor 
Prudential Delaware in and to the joint venture with 
Phillips Petroleum Company in resprzct of the project for a 
petrochemical complex in Puerto Rico, including all 
business properties and interests in connection therewith, 
including, without limitation, the promotion, financing and 
development of petrochemical companies relating to or 


associated with the joint venture with Phillips Petroleum 
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Company, and any and all claims, rights or causes of action 


accruing or arising from any or all of the foregoing. 

"Also, on July 13, 1966, Nathan.M,. Shippee con behalf 
of Prudential New York, executed an irdenture of assumption 
of isabilities from Prudential Delaware which recited that 
Prudential New York would ‘assume Payment of any and 
all liabilities and performance of any and all obligations 
of Prudential Delaware accrued to or existing at the date 
hereof, of whatsoever nature or character, whether absol 
or contingent, arising out of or in connection with 
the said joint venture with Phillips Petroleun Company in 
respect of a project for a petrochemical complex in Puerto 
Rico, including, without limitation, the promotion, finan- 
cing and development of petrochemical companies relating to 
Or associated with the said joint venture with Phillios 
Petroleum Company. ' 

"14. On October 3, 1966, the Board of 

Directors of Prudential Delaware (whose name has been 
changed to Prudential Equities Corp.) authorized and 
directed the proper officers of Prudential Delaware, at 
such time as they deemed it advisable and in the best 
int rests of Prudential Delaware, to commence a legal 
Proceeding against Phillips by and in the name of Prudentia 


New York and to take such further action, including 
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retaining counsel, and executing and delivering all such 
further instruments as they deemed necessary, proper or 
convenient. 

"On September 11, 1967 the Executive Committee 
of Prudential Delaware adopted a resclution that the proper 
officers of Prudential New tock: gehine for that corporation, 
are authorized and directed to take all steps necessary or 
advisable in the best interests of Prudential Delaware and 
Prudential New York to commence suit against Phillips, 
including the retention of counsel deemed necessary by 
the proper officers of Prudential New York ‘in order to 


‘recover the property rights of (Prudential New York} in and 


to the petrochemical complex in Puerto Rico, presently 


administered by Phillips Petroleum Company' and adopted a 
further resolution ratifying and confirming ‘the retention 
of the law firm of Robert Conrad, Esq. of Washington, D.C., 
and Palmer, Searles, Delaney & Shaw of New York City by 
(Prudential New York] to work with the office of Burton M. 
Abrams, counsel for [Prudential Delaware), for the purpose 
of commencing the said suit against Phillips Petroleum 
Company.'" 

Your Honor, I have in the following paragraphs 
there are exhibits referred to and I will take them and offet 


them as they appear. ‘They have been pre-marked -=- 


The COURT: Is it your intention to read the 
whole ewig? 

MR. FARRELL: No, your Honor. I want to read-+ 
I'll tell you where I intend to read to. 

THE COURT: Go ahead. 

MR. FARRELL: Chronologically =- 

THE COURT: That's all right, plaintifé. 
Go right ahead. 

MR. FARRELL: "In 1942 the Puerte Rican 
government commenced a program known as “Operation Booteeas” 

| 

to encourage industrial and commercial development in Puerts 
Rico with the objective of creating job opportunities in 
the island. Since its establishment :: 1950 the Beonosic 
Development Administration, EDA, has administered this 
progran. 

"As of March, 1961, when Rafael Durand 
Succeede. Teodoro Moscoso as Administrator of EDA, there 
were two existing oil refineries in Puerto Rico which 
had been constructed during the early 1950's as a part of 


‘Operation Bootstrap’. 


"During the first half of 1961 the officials 
of EDA prepared to encourage the location in Puerto Rico of 
| 
a refining and petrochemical facility and thus encourage the 


expansion of the petrochemical industry of Puerto Rico 
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Such program was conceived as part of ‘Operation Bootstrap' 
to compensate for the lack of indigenous raw materials in 
Puerto Rico necessary to support ious tal growth. 

“The products of such a facility were looked 


upon as intermediate products which ultimately would be used) 


the basis of new diverse industries and resulting in 


substantially increased employment in Puerto Rico." 


to produce a large variety of consumer products, thus | 


The next section is the secticn on petroleum 
and its processing, and I am excluding that, your Honor, 
at this time. 

THE COURT: Very well. 

MR. FARRELL: "E. The Activities 
Group and Related Developments Pertaining to refinesy 
in Puerto Rico. 

" (23) In the spring of 1961, John H. 
a letter proposal regarding a third refi inery in 
dated March 30, 1961 to Mr. J. Diaz Nernandez, executive 
director for the continental branch of EDA, which letter has 
been marked at pretrial proceedings as Defendant's ExXhibit 
432-A for identification." 

Your Honor, this has now been marked Joint 
Exhibit 1, and I offer it. 


THE COURT: All right. Received in evidence. 
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(Joint Exhibit 1 was received in 
evidence.) 

THE COURT: Proceed. 

MR. FARRELL: Your Honor, I will not read 
Joint Exhibit l. 

THE COURT: You can read it later on if it 
becomes important. 

"EDA in June 1961 and thereafter! 
undertook a program of actively encouraging potential 
sponsors of a third refinery to build such a project in 
Puerto Rico. Over the course of the next four years, EDA 
had discussions with various potential sponsors of such 
a project including Petroquimica Puertorriguena, Inc., 
("PPI,' a company organized by John H. Gibbs), Jules 
Flescher (Ferma Corporation), John Cc. Worthy, (President of 
Pipeline Welding & ‘Construction Company) and Albert Joseph 
Cella (‘the Gibbs-PPI group’); Culf Oil Corporation; 

Texzco, Inc.; Monsanto Company; Ashland Oil Company; Union 
Texas Petroleum Corporation, (a division of Allied Chemical 
Corporation); E. M. Warburg & CO., Inc., and the Standard 
Oil Company (New Jersey.) 

“On June 15, 1961, Ivan E. Irizarry, Industria 
Representative of EDA in New York sent a letter to John Hn. 


Gibbs which has been inarked at pretrial proceedings as 
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Defendant's Exhibit 432-M for identification.” 
| Sine Honor, this has been marked Exhibit 2, 

and I offer it. 

THE COURT: All right. You may just refer to | 
the trial exhibit numbers. 

MR. FARRELL: Yes,your Honor. 

THE COURT: All right. Joint Exhibit 2 will | 
be received in evidence. 

(Joint Exhibit 2 was received 

MR. FARRELL: “A preliminary; 
for Petrofina Puertorriguena, Inc. was prepared 
25, 1961, which has been marked at pretrial" -- 

Your Honer, this has been markeé at pretrial 
as Exhibit 3, Joint Exhibit 3, which I offer. 

THE COURT: All Fight. Joint Exhibit 3 is 
received in evidence. 

(Joint Exhibit 3 was received in evidence.) 

MR. FARRELL: “In August 1961 the Gibbs-PPpr 
group arranged with Jack P. Coan and the consulting firm of 
which he was president and principal stocxholJder, Omeg2 


Management Inc., to assist in the preparation of a 


' 

i 

, 

. . ’ -~ . . . | 
feasibility study and brochures for a refinery in Puerto Rico. 


. ' 


“In this connection, Omeya entered into an 


agreement with Universal Oil Products Company (UOP) under 
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date of September 12, 1961, which agreement is set forth in 


letters which have been marked at pretrial as Joint Exhibit 
4 and 5," which I offer, your Honor. 

THE COURT: Joint Ewndhiee 4 and 5 are received 
in evidence. 

(Joint Exhibits 4 and 5 were received in 
evidence. 

MR. FARRELL: To continue, "And the agreement 
provides for UOP to furnish to Omega a general feasibility 
Study of such a refinery in Puerto Rico. 

“This UOP study entitled ‘Processing and 
Economic Data for a Proposed Puerto Rico Refinery' dated 
October 1961 was forwarded to Omega on October 13, L961, 
which study and covering letter have been marked at 
pretrial proceedings as Joint Exhibits 6 and 7," which I 
now offer, your Honor. 

THE COURT: Joint Exhibits 6 and 7 are 
received in evidence. 

(Joint Exhibits 6 and 7 were reccived in 

evidence.) 

MR. FARRELL: "On October 10, 1961, the 
Gibbs-PPI group met-with Ivan Irizarry, an official of Epa, 
and the meeting is described in a memorandum which has been 


marked at pretrial procecdings as Defendant's Exhibit 
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432-X for identification." And I offer -- I'm sorry; 
that was Joint Exhibit 8, your ijionor, which I offer. 
THE COUNT: Joint Exhibit 8 is received in 
evidence. 
(Joint Exhibit 8 was received in 
evidence.) 
MR. FARRELL: I am going to read this exhibit. 
It is short, but I will read the exhibit. This is Mr. 
Irizarry's memorandum. 
“Today I met with Mr. John Gibbs, Jack Coan, 
Julius Flesher, Clive Worth and Al Seller, who are the 
principals involved in this project. The purvose of the 
Meeting was to have further disc sions on the"-= ZI will go 
on --“on the" -- illegible word here, "of the prospectus. 
Universal Oil of Chicago is preparing all production and" -- 
| 


another illegible word. 


THE COURT: Excuse me, isn't there a copy thrat 


is readable? | 
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MR. FARRELL: Your Honor, I have not been able 

to acquire a copy that is any more readable. 
THE COURT: Because an exhibit that can't be 

‘read isn't of much use to anybody. 
MR. FARRELL: Your Honor, I understand these 

were produced by Mr. Diaz-Hernandez who has a copy 

himself. 
THE COURT: Do the best you can. 
MR. FARRELL: The best we have been able to do. 

And I gather Mr. MacCrate's copy is even worse than mine. | 
I have read all that I need to read, your Honor, | 


I can proceed. 


MR. FARRELL: On October 26, 1961 Sam Van Hyning, 
an economic consultant employed by FDA, sent two memoranda 
to Durand which have been marked at pretrial proceedincs 
as Defendant's Exhibits J-9 and J-10, and I offer them, 


your Honor. 


(Exhibits J-9 and 10 were rceived in evidence.) 

MR. FARRELL: On November lst, 1961, Irizarry 
prepared a-memorandum of his meeting with the Gibhs-PPI 
group which has been marked as Defendant's Exhibit 432-2 


for identification and on November 2, 1961, he prepared a 


| 
| 
THE COURT: J-9 and J-10 received in evidence, : 
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memorandum of his tclephone conversation with Van Hyning 
which has been marked at pretrial proceedings as Joint 
Exhibit 11, which I offer, your Honor. 

THE COURT: What are you doing about 432-2? 

MR. FARRELL: 432-2 is Joint Exhibit 1l, your 
Honor. I must have -- 

THE COURT: Ail fight. 432-AC-l -- 

MR. FARRELL: 432-AC-1l is J-12. That's the 
next one, 

THE COURT: All right. 

MR. FARRELL: We have them, your Honor -- 

THE COURT:: Let's try to stick with the trial 
numbers if we can. 

MR. FARRELL: Right. In any event, I offer 
Joint Exhibits 11 and 12. 

THE COURT: They will be received. 

(Exhibits J-l1l and J-12 were received in 

evidence.) 

MR. FARRFL: On November 3, 1961, Coan met with 

Van lyning in Puerto Rico concerning a proposal by PPI 


and the meeting is described in a memorandum prepared by 


Van Hyning dated November 8, 1961, which has been marked 


at pretrial proceedings as Joint Exhibit No. 13. 


THE COURT: J-13 will be reccived. 


(Exhibit J-13 hist, weve in evidence.) 

MR. FARRELL: Van Hyning sent a letter to Coan 
dated November 8, 1961, which has been marked a pretrial 
proceedings as Joint Exhibit 14. 

Now, I am going to read this letter which is 
a brief letter. 

THE COURT: Exhibit J-14 received in evidence. 

(Exhibit J-14 was received in evidence.) 

(Mr. Farrell read from Exhibit J-14 in evidence | 

to the jury.) | 

MR. FARRELL: Coan sent a letter to Van Hyning 
dated the same date, a copy of which has been marked at | 
sane ak proceedings ast Joint Exhibit 15, and I am going | 
to read this letter, your Honor. | | 

THE COURT: J-15 received in evidence. | 

Exhibit J-15 was received in evidence.) | 
to the jury.) 

MR. FARRELL: There are two paragraphs which 
I will not read because they are talking about another 
project entirely. 

By letter of November 24, 1961, and a memorandum | 


of the same date, which have been marked at pretrial 


(Mr. Farrell read from Exhibit J-15 in evidenc 


Pprocecdings as Joint Mxhibits 16 and 17, Coan transmitted 
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to Diaz-Hernandez a proposed letter which he sought to have 


Durand on behalf of EDA write to PPI, care of Omega 
Management Inc., to record FDA's support of the PPI 
proposal. 

And I offer the exhibits 16 and 17 that I have 
just referred to, your Honor. 

THE COURT: J-16 and J-17 received in evidence. 

(Exhibits J-16 and J-17 were received in 

evidence.) 

MR. FARRELL: Under Presidential Procla 
of 1959, the United States Oil Import Control Program had 
been established and the Department of the Interior hada 
issued Oil Import Regulations in implementation of the 
program. EDA had contact with the responsibloe officials 
of the Interior Department from time to time to remine 
the Department of the importance of assuing accauate 
Oil supplies for the operation of the two existing re- 
fineries in Puerto Rico. she officials of EDA recog- 
nized that there would have to be changes made in the 
Cil Iiport Control Program for a third refinery to be built 
in Puerto Rico. 

29. Rafael Durand and Sam Van Wyning met at the 
Suan Juan airport with the Secretary of the Interior, 


Stewart L. Udall in PReceirber 1961 to discuss Puerto 


SOUTICLAN DIVtRIC] COURT REPORTERS. US. COURERtINE 


ks5 
Rico's paucity of indigenous industrial raw materials 
and the fact that a growing petrochemical industry 


could partially compensate for this scaccity and that 


such an industry should not conflict with the basic 


Objectives of the Oil Import Control Prograwm. 

30. During December 1961, Gibbs in the company 
of Coan, retained Owcar L. Chapman, of Washington, D.C., 
and his law firm as counsel to PPI to assist in obtaining 
the necessary oil import authorization for use in coOnnec- 
tion with the proposal for a refinery in Puerto Rico 
which the Gibbs-PPi group was then seeking to develop. 
The letter setting forth the terms of retainer dated 
December 11, 1961, has been marked at pretrial proceed- 
ings as Joint Exhibit 18 and I offer that at chia teu. 
your Honor. 

THE COURT: 18 received in evidence. 

MR, FARRELL: | Chapman, in turn, requested Bruce 
K. Brown, a eke benss neni petrochemical consultant, 
to advise him with respect to the proposal of the Gibbs- 
PPI group. 

31. FDA under date of December 12, 1961, sent 
a letter to PPI, care of Mega Managem ent, Inc., Stating 
its support for the PPI proposal, which letter has been 


marked at pretrial proceedings as Joint Exhibit 19, your 
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2 Honor, which I offer at this time. 

THE court: Received in evidence. 

(Fxhibit J-19 was received in evidence.) 

MR. FARRELL: 32. Yn February 1962, the efforts 


of the Gibbs-PPI group to develop a proposal for a refinery 


Chapman and his law firm as counsel to PPI was terminated. 


F. The Activities of Brown in Conjunction 


10 with Chapman and Coan Pertaining to a Refinery in Puerto 
ll Rico. 
12 33. Comnencing in December 1961, at the recuest 


7 in Puerto Rico were discontinued and the retainer of 
| of Chapman, Brown undertook to analyze the PPI project. 
| 


Brown Submitted a letter and memorandum dated December 


22, 1961 to Chapman which have been marked at pretrial 


proceedings as Joint Exhibits 20 and 21 which I offer at 


this time, 


your Honor. 


THE COURT: Received in evidence. 


(Exhibit J-20 and J-21 were received in 


evidence.) 


MR. FARRELL: 34. In Pebruary 1962, after the 


efforts of the Gibhbs-PPI group were discontinued, Chapman, 


Coan and Brown, and for a short period Gibbs individually, | 


continued working together toward the development 


of a refinery in Puerto Rico. Coan asked UOP to perform 


Nias ae. 


a site survey for the location of a refinery in Puerto 
Rico and to evaluate the timing for engineering agree- 
ments, contractors' bidding, and construction necessary 
for completion of such a refinery. Pursuant to these 
requests, UOP provided in February 1962 a proposed schedule | 
for the completion of the refinery, which has been marked 
at pretrial proceedings as Joint Exhibit 22, your Honcr, 
which I offer at this time. 

THE COURT: Received in evidence. 

(Exhibit J-22 was received in evidence.) 

MR. FARRELL: In March 1962 
survey for the possible location of a 
hak been marked at pretrial proceedinas as Joint 
23, which I offer. 

THE COURT: Received, 

(Fxhibit J-23 was received in evidence.) 

MR. FARRELL: And 24. 

THE COURT: Same ruling. 

(Exhibit J-24 was received in evidence.) 

MR. FARRELL: In April 1962, pursuant 
requests, UOP prepared and transmitted to Omega Manacement 
a revised and expanded gencral feasibility study for 
a refinery for Pucrto Rico, based on a charae stock of 


60,000 barrels per day of crude oil, which study has been 
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marked at pretrial proceedings as J-24 and 25. 


24 I have already otfered and I now offer 25, 
your llonor. 

THE COURT: Reccived. 

techie J-25 was received in evidence.) 

MR. FARRELL: On March 7, 1962 -- 

THE COURT: I am sorry, now I understood at the 
bottom of page 14 that Exhibits 416 and 416-A -- 

MR. FARRELL: They are both 23, your Honor. 


THE COURT: I see, And 420 ts 24 and 423 


MR. FARRELL: Yes, Your Honor. 

THE COURT: Thank you. 

MR. FARRELL: 35 On March 7, 1962 Coan and 
Gibbs visited the New York offices of Phillips Petroleum 
Company. Following this meeting, A. D. Fischbeck, a 
manager for the developm ent of petrochemical projects 
in Phillips' New York office, prepared a memorandum 
which has been marked at pretrial proceedings as Joint 
Exhibit 26, and sent a letter to Coan dated “arch 9, 
1962, which has been marked at pretrial proceedings as 
Joint Exhibit 27 and I offer them at this time, your 
Nonor. 


THE COURT: Received. 


(Exhibits J-26 and 27 wer: received in 
egidence.) 

MR, FARRELL: A subsequent meeting attended 
by Fischbeck, Brown and Coan, Richard Fleming of the 
Research and Engineering Department of Sun Oil Company 
and Aimison Jonmard, vice-president of Planning for 
Celanese Chemical Company was held on or about March 16, 
1962, a memorandum of which has been marked at pretrial 
proceedings as Joint Exhibit 28 which I offer at this 
time, your Honor. 

THE COURT: Received. . | 

(Exhibit I*28 was received in evidence.) | 

MR. FARRELL: I am going to read this Renieardums. | 


your Honor, which is not very long. 


to the jury.) 
MR. FARRELL: Thereafter Coan sent a letter 


dated March 22, 1962, to Fischbeck, which letter has been 


(Mr. Farrellread from Exhibit J-28 in evidence | oe 
j 
| 


marked at pretrial proceedings as Joint Fxhibit 29, which 
I now offer, your Honor. 
THE COURT: Exhibit 29 received in evidence. 
(Exhibit J-29 was reccived in evidence,) 
MR. FARRELL: Fischheck sent a letter to — 


dated April 2, 1962, which letter has been marked at 
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pretrial procecdings as Joint Exhibit 30, which I now 


offer, your Honor. 


hibit J-30 was received in evidence.) 


MR. FARRELL: I will read this letter of April 2, 


ad 
THE COURT: Exhibit J-30 received. : 
| 
i] 


(Mr. Farrell read from Exhibit J-30 in evidence : 
to the jury.) 

MR. FARRELL: 36. On May 16, 
the following members of the Phillips' man 
Bartlesville, Oklahoma: 

W. C. Hewitt, Chairman of the Overatina 
Committee; C. M. Kittrell, Vice Chairman; J. 
Manager of Supply and Transportation; A. 
Manager of Phillips Chemical Company; and P. 
Manager of Research anc Development. With a letter 
dated May 16, 1962, addressed to the 
Hewitt, which letter has been marked at pretrial proceed- 
ings as Joint Exhibit 31, Brown presented to Phillips a 
memorandum which has been marked at pretrial proceec:ngs 
as Joint Exhibit 32, both of which I offer at this 
your Honor. 


THE COURT: Received in evidence, 


(Fxhibics J-31 and J-32 were received in 
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evidence.) 


MR. FARRELL: 37. On May 9, 1962 Chapman and 


Brown met with Cordell Moore, Oil Import Administrator 


in the U. S. Interior Department. A memorandum of the 
conference was prepared by Brown which has been marked as 
Joint Exhibit 33 and I offer that, your Honor. 
THE COURT: Received in evidence. 
(Exhibit J-33 was received in evidence. 
MR. FARRELL: I also want to read from 
that. I won't read all of it. I am going to 
with the third paragraph. 
(Mr. Farrell read from Fxhibit J-33 in evidence 
to the jury.) 
MR. MacCRATE: Your Honor, at an appropriate time 
I would like to read the first two paragraphs. 
THE COURT: You can read the balance now 
would like, when part of an exhibit is read, in the 
interest of completeness. 
(Mr. MacCrate read from Exhibit J-33 in evidcnace 
to the jury.) 
MR. MacCRATE: And then this follows what 
Farrell had read. 
(Mr. McCrate continued reading from [xhibit 33 


in evidence to the jury.) 
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MR. FARRELL: 38, : Durand with a covering 


letter dated May 18, 1962, provided a letter, also dated 


May 18, 1962, addressed to Chapman as General Counsel of 


Puerto Rico Chemical Company, INc., which letters have 
been marked at pretrial proccedings as Joint Exhibits 34 
and 35, which I now offer, your Honor. 

THE COURT: Received in evidence. 

(Exhibits J-34 and J-35 were received in 

evidence.) 

MR. FARRELL: 39. On May 31, 1962, a memorandum 
was sent by W. C. Hewitt of Phillips to William w. 
Keeler, which has been marked at pretrial proccedings 
as Joint Exhibit 36 and, your Honor, I will offer that and 
read ffom it. 

THE COURT: Received in evidence. 

(Exhibit J-36 was received in evidence.) 

(Mr. Farrell read from Fxhibit 3-36 in evidence 

to the jury.) 

THE COURT: I think perhaps I will suspend at 
this point for the rest of the day. 

We will resume at 10 o'clock. 

Members of the jury, please resume tomorrow 
morning and be here in the jury room on this floor at 


10 a.m. Don't discuss the case, Keep an open mind. 


You may withdraw from the courtroom. 
(Jury left the courtroom.) 
THE COURT: All right, gentlemen, we will be in 
"recess. Be sure yOu have enough iive witnesses tomorrow 
so we don't run out of work. 
MR. FARRELL: Yes, your Honor. 
(Adjourned to Tuesday, January 


10.00 o'clock a.m.) 
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PRUDENTIAL OIL CORPORATICHN, 
vs. : 67 Civ. 3748 


PHILLIPS PETROLEUM COMPANY 


January 6, 1975 - 10 a.m. 


(Trial resumed.) 

THE COURT: Are you all ready? Let's bring 
in the jury. 

MR. MARKS: May we just have a moment, Judge? 

(Pause.) 

(Jury present.) 

THE COURT: Good morning, mempers of tne jury. 

may resume, Mr. Farrell. 

MR. FARRELL: Thank you, your Honor. 

Continuing where I stopped yesterday, 
paragraph 39 of the stipulated facts. 

On June 5, 1962 Newitt sent a letter to 
Brown pertaining to Brown's presentation to Phillips on 
May 16, 1962, which letter has been marked at pretrial 
proceedings as Joint Exhibit 37, your Honor, which I offer. 

THE COURT: Received in evidence. 

I think, to shureen the record, ali arene 


Joint exhibits as they're offered may be deemed received, 
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MR. FARRELL: In other words, I need not 
wait for you to rule? 


THE COURT: You need not wait. There is no 


objection. They are joint exhikits, as I understand it. 


Both sides are offering it, is that correct? Right, Mr. 
MacCrate? 

MR. MacCRATE: Yes, your Honor. 

THE COURT: What is the highest joint number 


you have reached? 
> 


& 
a 


MR. FARRELL: I can tell you that -~ 85, 
your Honor. 

THE COURT: All right, J-37 through J-85, 
receivea in evidence. Give them to the clerk during the 
next recess so he can mark them. 

MR. FARRELL: Yes, your Honor. 

THE COURT: You may proceed. 

(Joint Exhibits 37 through 85 were received 

in evidence.) 

MR. FARRELL: G. The efforts of Chapman 
and Coan to develop sponsorship for a refinery in Puerto 
Rico during the summer and fall of 1962. 

40. Brown in June 1962 withdrew from further 
Participation with Chapman and Coan in an attempt to 


develop a refinery in Puerto Rico. Chapman and Coan in 
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July and August of 1962, explored the possibility of 
obtaining support for such a venture from a syndicate of 
investors in Puerto Rico headed by James J. Wilson, who 

was affiliated with the Insular Investments Corp. Although 


the Wilson group expressed interest in the proposed project, 


Wilson did not agree with Chapman's terms for compensation | 


for his services. Before the end of August 1962, Wilson 
g 


expressed to Coan his lack of interest in proceeding further. 
41. On October 25, 1962, Coan sent a memoran- 
dum to EDA which has been marked at pretrial prcceedings 
as Joint Exhibit 38. 
Now, your Honor, I have finished reading 
the Stipulation of Facts for the 
witness; Mr. Shippee. 
THE COURT: For continuity, is there 
of it you want to read at this tine, 
MR. MacCRATEC: No, your 
UE LOURT: Adl Fignt. 
HATH A N be ont PE SE, called as 
a witness on behalf of the plaintiffs, being fi 
Guly sworn, testified as follows: 
DIRECT EXAMINATION 


BY MR. FARRELL: 


Q Mr. Shippee, turning your attention to 
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Octeber 1962, what was your employment at that time? 

A I was the chairman of the board of directors 
of Prudential Oil. Corporation. 

Q Is that Prudential Oil Corporation a 
Connecticut corporation? 

A It was. 

Q What was the business of Prudential Oil 
Corporation at that time? 

A. We were venture capital bankers in natural 
resources. We principally sought money through public 
securities from the public for oil exploration. 

Q Now, Mr. Shippee, was Prudential of 

thereafter 
THE COURT: That's all been agreed 
You need not prove. 


MR., FARRELL: Your 


THE COURT: No, I won't take any evid 


anything that is stipulated, because I 
this jury that they must take as true all 
Stipulated, and it is guite clear in the stip 
that there did come a time when Prudential 
was dissolved. 
MR. FARRELL: Your Honor, I really just wantec 


to ask that preliminary question. 
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THE COURT: You needn't. It's a waste of 
time, Mr. Farrell. Let's get on. 
Q All right. I will ask you, Mr. Shippee, 


I will hand you this document, which is Plaintiff's 


Exhibit 1 for identification, and ask you to identify it. 


A This is a certificate of organization 

Prudential Oil Corporation. 

THE COURT: Which one? 

THE WITNESS: Prudential Oil Corporation, 
State of Connecticut. 

MR. FARRELL: I offer it, your Honor. 

MR. MacCRATE: No objection, your HONor. 

THE COURT: Received in evidence. 

(Plaintiff's Exhibit 1 was received in 


evidence.) 
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Q Mr. Shippec, I show you a document previously 
marked as Plaintiff's Exhibit 2 and ask whether that is 
the certificate of incorporation for Prudential Delaware? 

A Yes. 


THE COURT: Will counsel approach the side bar, 


(At the side bar.) 

THE COURT: Gentlemen, I will not permit time 
wasting. The organization of Prudential Delaware is 
stipulated to and read to the jury. tf it is © 
for some reason to have this exhibit in evidence, then 
I am going to rely on the pretrial order and if there i 
no objection to the exhibit we will put it in evidence, 

MR. FARRELL: I agree with your Honor. 

Is there any objection to this, the first 20 
exhibits? 

MR. MacCRATE: Unfortunately you have not told 
us what they are until this moment so I have no idea. 

THE COURT: Do you think I shovld excuse the 
jury while we thrash this out? It is going to be tine 
wasting for you to put in documents in evidence that are 
net argued about. 

MR. FARRELL: I couldn't agree with you more, 


(Pause.) 
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(In open court.) 

THE COURT: Members of the jury, will you please 
step out into the jury room and we will resume in just a 
few minutes. 

(Jury left the courtroom.) 

THE COURT: I Suppose, gentlemen, it would be 
unusual to have a pretrial order 113 pages in length that 
doesn't have a few startling cmission: But apparently 
no one has indicated on the pretri rder and I must say 
I haven't noticed it until this m 
exhibits are objected to. 

Now, it seems from exami 
these papers which are indicated as beinc 
merely cumulative, unless there is some aspect of 
papers which the Court doesn't know about i : If you 
can't make me understand, won't make these jurors undcer- 
Stand this. 

MR. FARRELL: 

THE COURT: 
to be numbered and the Court was to get a copy o 


exhibits, which I haven't yet received, and as t 


which there is no objection, they ought to be admitted 


and we will go on to what we are really arguing about in 


this lawsuit. 
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As to those to which there is objection, there 
should have been an indication onthe pretrial order by 
code or by designation of some sort as to.what the objection 
“was so the Court could treat with it. 
In the first place, let me get to the numbering. 
What has been done with the pretrial order? 
MR. FARRELL: Your Honor, we have marked all of 
plaintiff's exhibits starting with 1 and if your Honor 
THE COURT: Running in the same order as in 
pretrial order? 
MR. FARRELL: Yes. 
I was going to suggest Curing the re 
your pretrial order and one of us could eco that fo 
and mark it. 
THE COURT: I have indicated on the original in 
pencil for my own use. I have gotten as far as P-2., 


MR. FARRELL: We could, do that 


(Continued on next page.) 
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THE COURT: All right, what are these offered 
to show, and which ones are objectionable? 

MR. FARRELL: These are only offered to show, 
your lionor, the history of the claim and to meet the issue 
that Prudential of New York is not the real party in interest, 
which is Mr. MacCrate's claim, and I regard this as 
totally preliminary. I want to get them in because 

THE COURT: Let's find which ones Mr. 
objects to. 

MR. FARRELL: 

MR. MacCRATE: Our difficulty arises, your 


Honor, with respect to the self-serving statements that are 
i 
the various minutes. 

THE COURT: All right. You can have an 


objection to all the corporate minutes of 


it be shown that they are regularly kept 


course of business, I am going to overrule the objection 


’ 
admit them to evidence and you can argue to the jury ¢) 
they are all self-serving. You can cross examine 
as to who gencrated the minutes, when they were written, 
and all those things, if you haven't already done that in 
your pretrial preparation. 

If tnis is a corporation that was required 


to keep minutes, and they kept minutes in the regular coursgq 
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of business, that hurdles the admissibility as far as I'm 
concerned. 

MR. MacCRATE: There are een oe of the 
purported claim against Phillips, and the affirmation of 
that claim in the statements by people recorded in the 
minutes, and I suggest that simply because someone says 
something in the course of a directors meeting, that it 
does not thereby become admissible. 

THE COURT: If he really said it, and if 
minutes were correctly and accurately recorded, and 
contemporaneously prepared with the incident, my intention 
would be to hold them as ademi 
the jury, and you may cross examine the witness as to the 
weight. 

Now, if there is any issue in this case at 
this late date as to whether these are bona fide minute 
rather than something cra 
have voir dire as to any oars 
tell me the number that you want to have voir dire as to. 

MR. MacCRATE: As to the Exhibits 1 up to 


20,I have no such objection to raise. With respect to 


Exhibj* 20 there is reference to settlement in the document 


and I believe that that is an inappropriate Subject. 


UTEP RN ftn7 x 
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THE COURT: Well, that is a different point, 
inne at? 

MR. MacCRATE: Yes, it is. 

THE COURT: May I have number 20 for 
identification? 

MR. FARRELL: Here it is, your Honor. 

Might I say, your Honor, that that was 
prepared before the action was commenced. There was 
discussion of settlement -- 

THE COURT: What page is the 
discussion on? 

MR. FARRELL: fr. MacCrate 

MR. MacCRATD: The pages are not numbered, 
your Honor. It commences three pages from the back -- 
four pages from the back, at the foot of the : 

“The: Chairman then stated" -- 

THE COURT: "“--that it would be advisable at 
this time to call the annual meeting: " 

Is that what you're talking about? 

MR. MacCRATE: No. "The Chairman then stated 
that all routes to settlement of the dispute with Phillips 
Petroleum Company had been explored and had failed." 

THE COURT: What is the basis for admissibility 


of that, Mr. Farrell? 
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MR. FARRELL: ': Your Nonor, in light of Mr. -- 
first, I think that belongs in the minutes anyway. The 
lawsuit hadn'¢ started. But secondly, in light of Mr. 
MacCrate's long Opening statement yesterday about how stale 
this claim is, I think the fact that we were talking up 


into 1967 is very relevant. 


He seems to be making a big point of that. 


There were conversations up through 1967, and I don't want 
him to tell the jury how stale the claim is and how long we 
waited to bring the lawsuit when in fact we were talking 
through '67. 

I myself had not introduce 
that, but that is a double reason why they shoule ‘ofe) 

MR, MacCRATE: hee: wet Honor, to receive 
these minutes, with this self-serving statement regarding 
settlement -- 

THE COURT: You see I think you opened the 
door on the issue of laches which prebably is an issue 
which is in the case, and I suppose he can show that he pro- 
ceeded with diligence to assert his claim and you can cross 
pee Ce him as to exactly what he did. 

On this particular matter I believe it would 
be more appropriate and less prejudicial, the witness is 


Fight here, I will let him be asked whether he made a demand 
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upon Phillips, when he made the demand, and what demand 
he made, with whom he discussed his demands and when, prior 
to the initiation of the lawsuit. 

nay wien, Sasa: Os initiated you have a 
Slightly different problem. 

- MR. FARRELL: That is before the lawsuit, 

your Honor. 

THE COURT: I understand that, Mr. Farrell. 

Now, after the lawsuit is initiated, and 
understand you have a companion lawsuit to enforce the 
claims, which are brought in the state courts of the 
State of New York -- 

MR. FARRELL: Yes, because of the jurisdic~ 
tional problem. 

THE COURT: There was no cbjection 
the opening statements, and I didn't feel that it wa 
appropriate for the Court to intrude itself. I don't 
think that the long delay in bringing this case to trial, 
only about six months of which, maybe seven months has 
occurred while it was assigned to me, is a matter with 


which either side can charge the cther. I really don't 


think that the laches since 1967 -- that there is any 


evidentiary basis. 


The Court just didn't call the case in for 
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trial. This case was on an individual assignment basis 
from about 1970, am I correct? It was individually assigne 


to a judge as a so-called -- 


MR. MacCRATE: Your Honor, the only time this 


case was nudged was when it was individually assigned. 

THE COURT: When was that? 

MR. MacCRATE: In November of 1969. 

THE COURT: It was Only two years old, and by 
the standards that prevailed in this courthouse in 1963, that 
was not unusual. 

MR. MacCRATE: But, your Honor, discovery was a 
Suspended by the plaintiff in the early months of 1968, y, 
and then nothing occurred from then until November of "69 
when the Court said, “What are you going to do with this, * 
and then there were no interrogatories served for another 
Six months and no oral depositions for two years. : 

MR. FARRELL: There were oral depositions 
taken by the defendant. This. suit was liticateda by the 
defendant during that period. Now the fact is that the 
Plaintiff waited until most of the dcpositions were over. 

THE COURT: JI believe laches is in the case, but 
it seems to me that once the action was brought, then the 


Court might be required to instruct the jury that discovery 


schedules are set by the Court, attorneys have to comply with 
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them, and they may not consider within the area of laches 
anything that took place after the case was assigned to 

a United States District Judge for all pretrial purposes 
and for trial. 

I just don't see how ecither of you can blame 
the other for delay after that date. 

MR. MacCRATE: Your Honor, I don't think it 
is the Court's responsibility to push a plaintiff who is 
sitting on his hands. 

THE COURT: Mr. MacCrate, you couldn't be Gaus 
wrong. I was brought up in that tradition. That is no 
longer so. 

MR. MacCRATE: Well I 
court administrative purposes -- 

THE COURT: It is a three-way fight. 

MR. MacCRATE: There is a requirement that 
the courts move cases along and it is a very happy develop= 
ment. 

THE COURT: Absolutely. 

MR. .MacCKATE: 2 coticur. there is an 


aspect in this that if a plaintiff is 


the plaintiff is sitting back and not pressing, that he's 


not relieved of responsibility by the virtue of the interest 


of the court. 


SOUTHITAN DISTRICT COURT REPORTERS. US COUR TIOUNE 


® 4b. 
Bg a: 
: Yep. 
? 

” 


Re 4) | 


jklt Shippee-direct 138 


THE COURT: I must say I think that after 
1969 that is a very thin iieesaimenit: but let's cut ft short. 
It would be interesting to discuss the philosophy. I will 
redact from Exhibit 20 the last two lines, beginning with 
the words, "The Chairman then stated," and ending with the 
words "had failed" on the next page. 

However, neither of you are precluded from 
examining Mr. Shippee as to what Girections he gave, what 
he did, what he didn't do to pursue the claim or to assert 
the claim, and also he may be asked what form 
was asserted. 

All those issues are present in the case, 
and they are proper areas for the oral testimony of the 
people who know about it. But I will redact from 
that particular self-serving sentence. 

Is there anything else we can take care of 
concerning -- and ne need not offer it, by the way, Mr. 
Farrell; if you want to withdraw it, you will avoid the 
necessity of redacting it. 

MR. FARRELL: I do want to use it on the 
other issue, the issue originally put in the pretrial order. 

THE COURT: What was that? 


MR. FARRELL: That was the issue of the 


propricty of Prudential New York asserting this claim. 
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And that was the basic purpose. I confess that I don't-- 


THE COURT: I'm somewhat mystified on that 


MR. FARRELL: Since I have the burden of proos 
I don't want to leave a hole in the record. 

THE COURT: Off the record. 

(Discussion off the record.) 

THE COURT: May I bring the jury back? Is 
there anything else we can take care of while they're out? 

MR. MacCRATE: I have only reviewed the 


Situation, your Honor, through thx 20 exhibits of the 


pretrial order at this time. can very quickly respond -- 


THE COURT: 5) tomy Say -~ wait just. 2 
minute. 

This order has been signed by me on November 
19, 195, and you don't know which one of these you're going 
to object to? 

MR. MacCRATE: Yes, I have all of that. infor- 
mation noted, your Honor. But I @o not know fhe 


Mis ei ge 
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of plaintiff's proof. 

THE COURT: All right, let's go forward. 

You will both create impatience with the jury 
if we keep letting them out to have side bar conferences, 


Please bring back the jury. Mr. Shippee 
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should resume the stand. 

(Witness resumed the stand.) 

(Jury present.) 

THE COURT: Exhibits P-1 through P-19 
inclusive, are received in evidence without objection. 


‘As to Exhibit 20, I will sustain the objection 

| 

; | 

to the portion to which objection was taken, and it may be . 


: ‘ : fs | 
received without that portion, if you like. | 
{ 


Thank you, your Honor. 
MacCRATE: Your Honor, for the recora, I 

would like to note my objection which I believe I already 
have, to P-3, P-8, P-14, P-15, P-16, P-17, P=-18 
P20. 

THE COURT: Based solely on a claim of 
hearsay? 

MR. MacCRATE: Yes, your Honor. 

THE COURT: That objection is vverruled 

(Exhibits P-1l through P-19, and@ a 

P-20, was received in evidence.) 


BY MR. FARRELL: 


Q Mr. Shippee, what was your background at that: 


THE COURT: Wait just a moment though. 


Aren't you going to give us a foundation for 
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these other -- 
MR. FARRELL: I'm sorry. I will do that. 


THE COURT: I will withdraw my ruling and give 


you an opportunity to elicit that in front of the jury. 


MR. FARRELL: I will do that right now. 
THE COURT: What were the numbers again? 
(Pause. ) 


MR. MacCRATL: 


THE COURT: All Fight. 
Q Mr. Shippee, I show you a document that has 
been marked Plaintiff's Exhibit 3 -- 
THE COURT: Show him all of them, Me. 
Farrell. 
MR. FARRELL: Okay. 
Q Mr.:Shippee, I show you Minutes 
Oil Corpordtion Connecticut and Delaware, anc 
tell me -~- I will have to -- all right -- Mr. Shippec, 
were you an officer of these corporations at the time 
Minutes were made? 
A I was. 
Q Just look at them, so you know the 
various corporations, so you can tell me. 


A Yes. 
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Q  - And were those minutes -- are those copics 
of the actual minutes of the corporation? 
A They are. 


Q And were those minutes taken contemporaneously 


A They were. 
Q And were they duly entered in the minute book 
of the corporation? 


A Yes. 


with the meetings to which they refer? | 


MR. FARRELL: Your Honor, I offer 
MR. MacCRATE: May I, your Honor? 
THE COURT: Yes, you may have voir dire as 


to whether the minutes were regularly kept ana genuin 


. 
¢ a8 o 
Bae eemmmeili g 


SOUTHERN DISTRICT COURL REPO 
a 


Shippee - direct 
VOIR DIRE EXAMINATION 


BY MR. MacCRATE: 


Qo Mr. Shippee, by whom are the minutes regularly 


The secretary of the company. 
Who was the secretary of Prudential Connecticut? 

A Parricia Morel. 

Q Patricia Morel is now Mrs. Nathan 

correct? 

A Yes. 

Q Who kept the minutes of Prudential 

The secretary. 

Who was the secretary? 

Patricia Morel. 

Who kept the minutes of Prudential New York? 
The secretary. 

Who was the secretary? 

A Patricia Morel. 

Q With respect to the preparation of the minutes 
aid she have the assistance of anyone in recording the 
minutes of the mecting? 

A She was by habit present at the hoard mectings 
although not a director. She took the minutes in short- 


hand, the directors reviewed the draft of the minutes before 


* 
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they were completed and commented upon at the following 
meeting, at which time the completcd minutes would be 
entered in the record and annually our auditors, Price 
Waterhouse & Company reviewed the minutes of all corpora- 
tions. | 

Q Price Waterhouse didn't participate in the 
preparation of the minutes, did they? 

A I didn't so state. 

” My question, Mr. Shippee -- 
A The board of directors p 
preparation of them upon review and - 

Q But the minutes had already been prepared at 
that time, had they not? 

A At every meeting we accepte 
following meeting. 

Q In other words, you went through 
corporate procedure that at the next meeti 
there were any objection to the 
accepted by the directors, 

A We went further than that. We prepared the 
draft and mailed it to the di they had it prior 
to coming to the next meeting and any comments or Suggestions 
Or corrections were made at the following mectiny and then 


entered in the record of the company. 
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Q As far as the phrasing of the various minutcs, 
did counsel for Prudential New York participate in their 
preparation? 

A The ee in their preparation, the counsel 
was generally present at meetings and he would contribute 
along with any director. Generally the directors do 
have comments on the phrasing. Our board has always 
consisted of one or more additional outside lawyers among 
our Outside directors and so that I would feel that the 
minutes had very close review and were adopted by the weit 
board at each meeting. 

Q And this would be true that the partic: 
of these various peorle in the phrasing of the 
both for Prudential Delaware, Prudencial Connecticut as 
well as for Prudential New York? 

A Yews, and Price Waterhouse did review them 
because -- 

Q Mr. Shippee, I am not asking 

THE COURT: Wait a minute. Please don't 
voluntcer. If the lawyer asks a question that you can 
trntilotiy answer yes or no, please do sc. If you don’t 
understand the question, of course you can tell him that. 

But if you can answer the question yes, do it 


that way if you can do so truthfully. 


Shippee - direct 


All right, you can offer all the exhibits except 
to the extent previously ruled on concerning Exhibit 20 for 
identification. 

(Plaintiff's Exhibits 1 through 19 were 

received in evidence.) 

(Plaintiff's Exhibit 20 was received as 

amended, ) 

BY MR. FARRELL: 

@) Mr. Shippee, turning your attenticn be October 
1962 what was your background ‘at that time? 

A At that time in 1962 I haa completed a tour 
with the Chase Bank both domestically and internationally. 
| In 1941 I graduated from college with a degree 
in business and after some overseas service during the war 
years I entered the Chase Bank. 

Q From there on tell me? 

A I was with the Chase Bank for the period until 


4 
ral 


3 
~ 


approximately 1°49 and thereafter I was a venture cap 
banker. | 

I organized two public companies, Impak Systers 
and Prudential Oil Corporation and I was also active in 
private corporations ae and I was in natural 


resources, 


Q What was your position, your activity in those 
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companies? 

A i was at one time or noche president and 
chairman and treasurer. 

Q Did the natural resources inebude oil and gas 
exploration? 

A Yes. 

Q Mr. Shippee, in October of 1962, were you 
contacted concerning a proposed petrochemical project in 
Puerto Rico? 

A Yes. 

Q Can you tell me how that came about? 

A One of our marketing vice-presidents was working 


with an investment banking corporation, E.M. Warburg & 


Company in the Wall Street area. The Warburg advised 


him -- 

THE COURT: Excuse me, let us not have this 
kind of an answer. Give the name of the person in the 
Warburg firm and give the name of the marketing vice- 
president who worked with the Warburg firm. Firms don't 

advise people, people tell people. 
A (Continuing) John Little, vice-president of 
Prudential Oil Corporation was working with Warburg, Mr. 


Gruber of E.M. Warburg and Warburg called attention of the 
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EDA's refinery project in Puerto Rico to Little who 

called it to my xtheition and asked me to attend a meeting 
in October at the Warburg office to meet the people 
involved. 

Q Tell me, Mr. Shippee, prior to this meeting 
which I will ask you about, what had you heard or under- 
stood about the project? 

A Very little. 

MR. MacCRATE: I object to what he heard unless 
there is something -- 

THE COURT: I suppose I would take this subject 
to connection but I understand the first -- perhaps I 
shouldn't say what I understane. 
continue, 

MR, FARRELL: Is there an objection? 

THR COURT: I overruled the objection. I will 
take it subject to connection. I think’ he already 
answered the question, he heard very Tittle, 

Frame peacsiieke question. 

Q Mr. Shippee, did you thereafter attend a 
meeting at Warburg? 

A Yes. I believe October 10, 1962 r met Mr. 
Jack Coan at the Warburg office with Mr. Little. There 


was another gentleman I met, Mr. Blinken of the Warburg 
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Company. 

We had a background discussion of the project. 

Q What did you understand the project to be at 
that time? | 

A The proposition -- 

THE COURT: Sustained.. 

I take it you are objecting by the fact that you 
stand up but when you stand up advise the Court so the 
record will reflect, Mr. MacCrate. 

MR. MacCRATE: Thank you, your Honor. 

THE COURT: The Court notices you stand 
you ought to say so. 

A You can tell what they told hin, that I 
take; not what his understanding was. 

Q What did Mr. Coan tell you? 

A Mr. Coan told me that there had been a stnient 
underway in Puerto Rico to establish a third refinery to 
form the basis of a -iinlaelt Naidoo and told me that 
Warburgs felt that Prudential could help them complete the 
project because one of their principals had dropped out, 
His name was Mr. Brown. He dropped out to go full-time 
duty with the Murphy Oil Company. 

Q Let me interrupt you there, 


Did Mr. Coan tell you who was involved in the 
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project other than himself? 

A Yes. He told us the background of the project, 
naming people and saying that Mr. Oscar Chapman was still 
‘actively involved with the project and needed some oil 
company to round out the team in order to complete the 
preparation for an application for an import quota. 

Q Do you recall anything 21se about the statements 
made to you at the meeting at Warburg on October 10? 

MR. MacCRATE: Your Honor, I ebject. By whom? 
From whom? 

THE COURT: All right. Consider the question 
as amended. 

Any discussions have to be identified, who the 
speaker was, who was present and when and where. 

MR. FARRELL: That is correct. 


Go ahead. 


A The discussion was, first of all, a presentation 


of the project background. 
Q Who made the presentation? 


A Mr. Coan made the presentation to Mr. Little and 
We had questions because we had our own projects 
underway and we didn't really see at that moment how we 


could contribute because -- 
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THE COURT: Not what you thought, plcas«. 
If you told Mr. Coan that in words or in substance you may 
4 testify to that effect. But don't give the operation of 
5 your mind. 
6 Frame another question, Mr. Farrell. by 
q Q Did you tell anything to Mr. Coan at that time? 
8 A Yes. We discussed the fact that as an oil 
9 company we were a venture capital company. We did not 
10 have reserves of crude oil anc did not want that. We 
11 wanted. it to be understood, we didn't have crude stocks 
12 to back up a refinery. That was -- 


13 MR. MacCRATE: Your Honor, I object again to the 


witness talking about what he wanted. 


15 THE COURT: I understood the witness ti say th’s 


16 is what he told Mr. Coan. If that is so I will permit 


ee sidiPakitos 


the answer to stand. 


TUE WITNESS: It is so. 


19 THE COURT: If it is merely what he is thinking 


privately :t is stricken, 


Q Was this discussion what you told Mr. Coan, 


Mrs Shippee? 


We waned to be sure -- 


A 


Yes. 


THE COURT: Just tcll us what you told Mr. Coan 


or had told the people at this mecting. 
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A That we were not an oil company with reserves 
of crude oil for a refinery; that we were a venture 
Capital company and that our personnel were engaged in 
‘marketing activities, not in operating refineries. 

Q Do you recall anything further that was said 
at the meeting and if you do tell us who said it and what 
he said, still calling your attention to the meeting at 
Warburg in early October, 1962? 

A We had another objection which we voiced in 
regard to the amount of money that would be requirec 
the project and we wre assured by Mr. Coan that the 
of money would be small in the way ci seed money but 
the large amount of money to be raised would be handled 
after the import nese Was received. 

Q Do yOu recall anything else about that meeting, 
Mr. Shippee? 

A Yes. It was pointed out that -- 


Q Who pointed it out? 


| 
| 
| 


A Mr. Coan pointed out to us that his under- 


| 
| 


Standing of our organization, it would he suitable for 
unbeaten Out the project and we told him that we would look 
into it and make a decision, We did not give hima 
decision at that meeting. | 


Q Thereafter, Mr. Shippee, did you give Mr. Coan 


ars 
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or the other members of the group a decision as to 
whether you would participate? 


MR. MacCRATE: Objection, your Honor. 


THE Yes. 


COURT: 


What did he say, where and when and whom? 
A On the following day we talked with Mr. Thomas 


Young who was a participant of ours in -- 


MR. MacCRATE: Objection, your Honor. The 


witness is saying ours and we talked. 

THE COURT: I understanc Steak, I will strike 
out the answer, 
Frame another question. 


Q Mr. Shippee, what did you do then? 


A On the following day we discussed the project as 


we understood it in Prudential Oil Corporation and I 
contactedNr. Thomas Young -~ 


MR. MacCRATE: It is the same problem, we, with- 


Out identifying who the people are. 


THE COURT: <All right, frame another question, 


Mr. Farrell. 


Q Mr. Shippee, who in Prudential did you discuss 
SE with? 


A On the following day I discussed the previous 


z & & & 


day's discussion with Mr. John Little, Mr. Ed Willey of 
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Prudential Oil Corporation. 

Q What was his position? 

A Mr. Willey was president, Mr. Little vice- 
president. And following the discussion I called Mr. 
Thomas Young who was a chemical engineer who we previously 
knew as an investor of ours, and also discussed with Mr. 
Young what we had heard and our understanding of it at 
that meeting and asked him if he woule join Prudential Oil 
Corporat.on as a consultant if we considered this project 
and would he undertake it with us. 

I was principally concerned -- 


Never mind that. What did Mr. Young say to 


Yes. 
What did you do next in connection with this 
project? 
A I then called that same day Mr. Gruber of 
E.M. Warburg and told him that we were now considering 


a chemical engineer as consultant: that I wanted to meet 


with Mr. Coan and he agreed that it was appropriate. 


I then called Mr. Coan and arranged for Mr. 


Young and myself to meet Mr. Coan and we met that same 


day. 


Thereafter did you speak to Mr. Robert Anderson? 


Shippee - direct 
Yes. 
Let me interrupt you there. 


Did you know Nr. Robert Anderson at that time? 


Yes. I had previous contact -~ 


THE COURT: Please don't volunteer. The answer 

is yes you knew Mr. Anderson. 

Q Tell us were you a business associate of Mr. 
Anderson? 

A Yes. 

Q In what way were you a business associate of 
Mr. Anderson? 

A In real estate ventures and in projects. 


(Continued on next page.) 
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a 3 Q | Can you bail ws What kind of projects, if 

3 you know or remember? 

4 A Well, looking for new business opportunities. 
a Q Was Mr. Anderson the former Secretary of the 

6 Treasury? 

7 A ‘Yes. 

8 Q Did you speak to Mr. Anderson about this 

: 


project early in October of '62? 


A Yes. 
1} Q What did you tell Mr. Anderson? 
12 A I described the discussions with Mr. Willey 


and Mr. Little and Mr. Young, and asked his advice aS 


handle this project. 


Q And what did he say? 


A He Felt that it would 


i 
14 whether Prudential Oil Corporation, in his Opinion, could 
{ 


18 


Q What did he say, not what he felt. 


A Yes. 


Q 


And did you ask Mr. Anderson to participate 


in the project with you? 
2 A Yes, 
3 Q Did he agree to do that? 
a 


He did. 


And thereafter, was there a meeting at 
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Mr. Anderson's office? 

A Yes. 

Q Who’ was there? I'm talking again early 
October '62 or November '62. If you sit tell me when the 
meeting was that would be helpful. 

A I would like to go back, if I may, to 
Gevelop -- 

THE COURT: No, please don't. Let the 

attorney conduct the examination, Mr. Shippec. 

A I'm trying to recall the date. 


Q Do you recall the approximate date? 


A Approximately the first week in November. 


Q Of i962? 


Of 1962. 


A 


Q Can you tell me who was at the meeting? 


A Yes; Mr. Shea, who was involved with 


Warburg and Kuhn Loeb and I believe he was from Kuhn Loeb 


in the financing, and myself. 


Q Anyone else? 
A I believe Mr. Willey. 


Q Was Mr. Young there? 


A I would like to refresh my recollection, I 


believe I prepared a letter for that mecting. 


Mr. Shippee, I show you a document that has 


Q 
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been marked Plaintiff's Exhibit 67, and I will refer to the | 
prior marking, which has been marked also as D-10 at the 
pretrial proceeding. The date is November 9, 1962. 

MR. FARRELL: Your Honor, the exhibits 
in chronological order. 

THE COURT: This is 67? 

MR. FARRELL: Yes, the number is 67. 


THE COURT: All. right. 


are 
MR. FARRELL: The date is November 9, 1962, 


| 
| 
and for the record, I will say that in each case, so that you 
can follow it. 
tHE COURT: All right. 

Q I show you this documeu: ex 3f that 
refreshes your recollection with respect to the date of 
meeting and who was present. 

A Yes, this is the meeting, it is dated 
November 9th. It was the same day. And Mr. Shea of 
Loeb was present. I would recolle hat Mr. Young 
Mr. Willey were also present with me. 

Q You remember the content of the discussion, 
Mr. Shippee? 

A I do. 


Q Now, will you tell us the discussion and, 


as before, tell us who said what. Where was that mecting, 
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at Mr. Anderson's office? 
A. =The meeting was in Secretary Anderson's 
in New York City, Rockefeller Plaza. The meeting was to 
cover the four points -- 
MR.MacCRATE: Your Honor, I object as to what, 
the purpose of the meeting was. 
THE COURT: Yes, I will strike that out. Piedse 
pay attention to the questions. 
Frame another 
Q Mr. Shippee, 
and tell us who said what. 
A The meeting discussed the financing -- 
THE. COURT: Oust tell, us who 
whom, the substance of the discussion. 


A I reviewed with Mr. Anderson the progress 


to date, and the financial plan that was basec upon getting 


firm commitments from chemical companies in order to 


the amport quota in 


the Murphy oil supplier, and we asked Mr. Anderson 
direct help in locating a crude supplier for the 
Q And did Mr. Arderson respond to that? 
A Yes. Mr. Anderson reviewed with us several 


oil companics that could perform that position and in 
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particular expressed his Opinion in favor of Phillips 


Petrolcum for the reasons that they had distribution in 


Florida, they did not have an east coast refinery, they 
were a strong chemical company themselves, and would be 
then in all respects enpropriate. 
MR. FARRELL: Your Honor, I would like to 
offer Exhibit 67 at this time. 
MR. MacCRATE: No objection, your Honor. 
THE COURT?) Received in evidence. 
(Exhibit P-67 was eer in evidence.) 
THE COURT: Is that DX-10 on page 73? 
MR. FARRELL: Yes, your Honor. 

Q Now, Mr. Shippee, during this period, did you 
have any contact with Mr. Gruber or Mr. Shea of Warburg 
and Kuhn Loeb? 

A Yes.” 

Q Tell me what happened with respect to those 
gentlemen. 

A Our contacts, my contact with Mr. Shea and 
with Mr. Blinken and Mr. Gruber were related to raising the 
seed money to pay for the services necessary until a 
public issue could be -= 

MR. MacCRATE: Your Nonor, I object to 


general discussion of what it was he was doing. The questian 
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called for him to identify the contents. 
THE COURT: Frame another question, please. 

Q What did you say to Mr. Gruber and what did 
he say to you or “G Mr. Shea; tell me what he said and what 
they said. 

A Mr. Shea outlined a plan of having $300,000 
to pay for the advance expenses, and I suggested that that 
was unnecessary, that a much smaller amount of money would 
be all that was required since we would perform all of the 
services ourselves. We wouldn't go out and hire somcone 
else. We would perform the services, and that the $300,000 
was not required for the project as I understand it. 

Q Did you have any further conversation with 
Mr. Shea or Mr. Gruber in that connection? 

A Yes. 

Q Tell me what it was and who said what. 

I agreed with -- 

MR. MacCRATS: ‘May we fix the time, too, 
please? 

THE: COURT? Yes, tet’ ¢ Fix the time. 

THE WITNESS: This would be within the first 
week afte. October 10th, approximately October 17th or 
18th. There were two meetings in one day in the office of 


Warburg, and this discussion was held on that day in their 


aE 
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office, and having volunteered that suggestion, which they 
accepted, t then’ agreed with Mr. Gruber of Warburg that 
we, Prudential Oil Corporation and E. M. Warburg, would 
jointly 

MR. MacCRATE: Is this a conversation, your 

It doesn't sound to me like a conversation. 

THE COURT: Well, I can't tell until the 
witness finishes his answer. But I'd like to direct the 
witness, please, give the substance of conversations. 
give legal conclusions to the effect “we agreed." 
for the jury to decide, whether you agreed or not. 
tell us what you said and what Mr. Shea said and anybody 

present at this meeting. The date, time, ; 
place, who was present, and the substance of the eee 


and the jury will determine whether anybody agreed on 


A (Continuing) I then advised Mr. 


| 
| 
anything. | 
| 


THE COURT: Let Me. Farrel) frase 
| 
question so we cet it straisht. 
| 
Q Well, again, what did you say to Mr. Gruber | 
i 
Or Mr. Shea on that subject? | 
; 
A I told Mr. Gruber that Prudential Oil Corpora- 


tion would pay for the advance costs with Warburg & Co. | 


and supply all of the services which would Otherwise be 
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funded by their suggestion. 


Q 


And what did Mr. Gruber or Mr. Shea or either 


of them say to this? 


A 


attention. 


Q 


A 

Q 
Eee 

A 


Q 


A 


Mr. Gruber agreed with -- 


THE COURT: No, no, no. Please, pay 


What did he say? 
THE COURT: What did he say? 
Mr. Gruber said "Yes." 


did Mr. Shea say anything? 


he make any sound or motion that he 


Mr. Shea agreed. 
Don't say "agreed." 
I'm ‘sorry. 


THE COURT: If Mr. Shea kept silent, the 


jury may infer from his silence that he found the Sugg 


Satisfactory. 


Q 


Let's go forward. 


Now, Mr.Shippee, did you thereafter have 


another meeting with Mr. Anderson? 


A 


Q 


Yes. 
At about what day was that meeting? 


We had almost daily mectings with Mr. Anderson. 


é Ao 
xO a, tan 
ay 
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Q Well, I call your attention to a mecting 
within a day or two after the meeting on November 3th 
that you just described. 

A At the meeting on November-- 

Q Teli me first, did you —_ a meeting with 
Mr. Anderson within a day or two of the meeting vou just 
described? | 

A We had almost daily meetings with Mr. 
Anderson. 

Q I understand that, bu:: dia there come a 


time when you had a meeting with Mr. Andersen, a day or two| 


| 
¢ 


after the one you described, wnere Mr. Shea and these peopl 
wee present, with Mr. Anderson; did a meeting occur 
you and Mr. Anderson? 

A Yes. 

Q That was a day or two after the meeting that 
you've described, is that correct? 

A I rode home with him every 
with him almost every day and I don't know which meetin 
you're referring to. 

Q There was a mecting with Mr. Willey and Mr. 
Wright and Mr. Anderson within a few days of -- 


A That was on the same day -- if that was the 


day that Mr. Anderson put through a telephone call to 


SKIS. 30 Shippce-direce 


Oklahoma. 


; MR. MacCRATE: 7 Bitieck. your Honor, and move 
' that that be stricken. 
; THE COURT: I will allow it to stand. If 
, he's trying to fix the date. 
: MR. MacCRATE: But the witness did fix the 
, date of the meeting with Mr. Warburg, or at the Warburg 
ey office on either October 17th or 18th, and that I believe 
10 

is the date that we are referring to. 
11 


MR. FARRELL: No; it’s not. He £ixed the 


date of November 9th and 
THE. COURT: 1. overrule the objection. 


Frame another question. 


Q Mr. Shippee, calling your attention to the 


meeting with Mr. Anderson, to which you just referred, did 


that occur on November 9th, subsequent to the meeting 


which you have testifi-d? 


A I believe it did. That is my recollection. 


Q 


Who was at the sccond meeting, that is, the 


second one on November 9th? 
A Mr. Willey and myself. 
THE) COURT: And who else? 


THE WITNESS: Mr. Anderson, in Mr. Anderson's 


office. 


NOR 
Anyone else there? 
I don't recall. 

Q What did you say to Mr. Anderson at tint time 
and what did he say to you? 

A I oxi to Mr. Anderson that the necessity to 
chose the oil company was paramount and’ he said to me that 
Phillips would be the best ear his opinion because a 
‘ decision could be promptly made at the top and because it 
would be a contribution to their development of a market 
in the east coast. 

Q And did he do anything at that time? 

A After we had further discussion of. Phillips 
&s. compared to. other oi] companies, 
would be the -- 

Q Don't say “we agreed." 

A I stated that Phillips would be the best 
choice, in my eaeaien. and asked him if he would put throug 


a call and determine their feeling. 


He instructed a secretary to put through a 


call, and the secretary put through a call and then came 
and adviscd us that Mr. Adams was not in his office, and 
Mr. -- 

Let me stop you there. 


Who was Mr. Adams? 
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A Mr. Adans was the chairman of Phillips 


Petrolcum Company. 
Q What did the secretary say? 
A That Mr. Adams wes not in his office. 
Q What did Mr. Anderson say? 
A ‘ Mr. Anderson said to leave the call 
Q Thereafter, did Mr. Anderson advise 
he talked to Mr. Adams or Mr. Learned? 
A. Mess 
THE COURT: You see, you have siven 
compound question. Is it Adams or is it Learned? 
MR. FARRELL: Either one. 
THE COURT: ‘That ’s no gooc. Frame. it 
separately. 
Q Did he say he had spoken to Mr. Learned? 
A Yes. 
Q Who was Mr. Learned at that time? 
A Mr. Learned was the president of Phillips 
Petroleun Company. 
Q, And thereafter did Prudential receive a 
from Phillips Petroleum Company signed by Mr. Learned? 
A. Yes. 
Q I show you a document that has been marked 


as -- this is dated November 13, 1962, and it is Plaintiff's 


L108 
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em 3 a oe 
: a 2 : MR. FARRELL: Your Honor, I offer this. 
5 MR. MacCRATE: No objection. 
iy 6 ‘ 


THE COURT: Exhibit P-69 received in 


as 7 evidence. 
8 4 (Exhibit P-69 was received in evidence.) 
8 -Q Now, Mr. Shippee, during this period -- I'm 
10 talking about October, late Ocrober, early November -- did 
ll you meet with Mr. Chapman? a: 
a A Yes. S 
Q And do you recall where that meeting was and 


when it tock place, approximately? 


A It was in New York City. It was in the 


offices of E. M. Warburg. It was on a Monday. I believe 


it was October 22nd. 


Q Can you tell me who was present at that 


meeting? 


THE COURT: Excuse me, before you go on 


69, and previously marked Exhibit 9, Plaintiff's 9. 


further, is that P-69 a one-page document? 


MR. FARRELL: it is a two-page, it has a 


newspaper article attached to it. 


THE COURT: That was intended toe be the 
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FARRELL: It is the way it was produced. 
MR. MacCRATE: I'm not aware of the newspaper 
attachment. 
No, I do not agree, your Honor, to the 
inclusion of that newspaper clipping that comes from 1965. 


I was not aware of that. 


THE COURT: It will be separated from the 


document and marked as Exhibit 69A for identification. 
(Exhibit P-69A was marked for identifi- 
cation.) 

Q Mr. Shippee, do you recall who was present 
at the meeting of October 22nd that you have just referxred 
to? 

A Sedrecess Chapman, myself, Mr. —s hr. 
Willey, Mr. Gruber, Mr. Blinken, Mr. Shea, I believe there 
were some others that came in during the meeting. I don't 
recall their names. 

Q New, do you recall what was discussed at the 
meeting? Just say yes or no. 

A Yes. 

Q Now, tell me, to the best of your recollec- 
tion, who said what at that meeting? 

A Mr. Chapman thanked us for Prudential's 
Willingness to undertake bie project and he then outlined 


the steps that would now follow by saying that a schcdule 
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of one month's intensive work in preparing the marketing 
eudies and the application for the import quota would 
suffice, and thereafter there non be a waiting pericada of 
two or three months while the oil administration considered 
it, and we should have the application acted upon by tial 
first quarter of the next year. 
But that he emphasizes, in “aying out the | 
schedule, that we would have to devote intensive effort for 
| 
the next few weeks in order to accomplish this schedule. 
Q Tell me what else he said, if anything? 
A He also stated that we would have to puc our | 
full efforts on getting a firm commitment from a chemical | 
company, to satisfy the oil administration that this woul 


not be just a third refinery, but that there would be a basis 


Q Did you say anything at that meetin 
Shippee? 


A Yes. 


P) 
for forming a chemical industry in Puerto Rico. | 
Pea css a 


Q Tell me what you said. 

A I teld him that we were prepared to spend the 
time and effort. I told him that we had added to our 
group, Secretary Anderson's and that we were already 
soliciting the chemical companies to gct a firm commitment. 


Q Do you recall anything further about the 
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discussion at that meeting, Mr. Shippee? 
A Yes. 
Q Tell me who said what. 


A Mr. Chapman told us of Ss compensation 


arrangements and we agreed to carry them out. He told us 


that -- 

MR. MacCRATE: Your Honor, I think we have to 
have more than just, "he told us about his compensation 
arrangements." 

THE COURT: Well, you will have a chance to 
cross examine as to what they were, Mr. MacCrate. I will 
permit this witness to say that he told Mr. Chapman that 
his request was acceptable. You can cross examine as to 
how much money it was. 

A He told us that he would need money for the 
preparation of the- brochure, for the use of his law firm's 
time, and for travel and incidental expenses and we agreed 
to pay then. 

Q Do you recall anything else at that meeting, 
Mr. Shippee? 

A No. That was the substance of the meeting. 

Q Did Mr. Gruber or anyone ask vou for a 
resume of Prudential Oil's qualifications at that meeting? 


A That was a request made separately from the 
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meeting by Mr. Gruber. 

Q Did you thereafter prepare such a letter or 
resume? 

A We did. 

Q I show you a document previously marked 
Plaintiff's Exhibit 57, dated October 23, 1962, previously 
marked D-682C. 

THE COURT: What is the Present number? 


MR. FARRELL: Present number is 37, your 


Q Mr. Shippee, is this a draft of this letter 
that you prepared in response to that request? 

A es. 

Q Tell me, did you work with anyone preparing 
that letter? 

A Yes. 

Q With whom did you work? 


A I worked with Mr. Little of Prucential 67) 


and Mr. Willey of Prudential Oil. 


Q Did you also work with Mr. Coan? 

A Mr. Coan reviewed the document after we had 
drafted it and made some changes to it which were included 
in the final draft, the final copy that was sent. 


Q Calling your attention tc the letter itself, 
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not the resume, is that a copy of the letter that was sent? 

A This letter is dated October 23rd, addressed 

to Walter Gruber, and that was the letter that was sent 
MR. FARRELL: Your Honor, I offer this. 

VOIR DIRE EXAMINATION 

BY MR. MacCRATE: 

Q ee Shippee, I call your attention to the 
markings that appear on the thire page of the exhibit, and 
upon the fifth page of the exhibit, and the sixth page, and 
ask you if you can identify whose honevritine that is. 

A As I recail that is Mr. Coan's handwriting. 

Q Was that handwriting on the document at the 
time you prepared it or was it subseuently added? 

A I don't under. tance your question. 

Q Well, is this a document that you prepared, 
Mr. Shippee? 

A Yes. 

Q And did you see Mr. Coan write on the cocumen 

A No. 

Q So you cannot exp.ain how that handwriting 
happens to appear on that document. 

A We asked for his help in reviewing the 
document and it came back to us from hin. 

Q Well, did you change the document that 


sent to Mr. Gruber based upon Mr. Coan's comments? 


Anne seme ny 


i BY Bai Sez 
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‘ 9 A yes. 
3 " ¢ f . So that this document that is attached to 
‘ 4 ; this copy of the letter is not the one you sent to Mr. 
{ ; & ', Warburg, is that correct? | 
6 A That is correct. 
7 Q To Mr. Gruber of Mr. Warburg's office, you 
8 _ understand my question? 
a A Yes, I did. 
10 Q So that the attachment does not belong with 


the copy of your letter to Mr. Gruber? 


MR. FARRELL: I object to that. 


MR. 


MacCRATE: That is permissible voir Gire. 


A It belongs with the letter. A final draft wee 


sent with this letter to Mr. Gruber as corrected. 


MR. 


MacCRATE: On the basis of the witness' 


statements, your Honor, this particular exhibit is not 


appropriate evidence of what was sent to Mr. Gruber. 


THE COURT: It appears that at least as ¢5 


—— 
<a re = ee NE RS 


the attachment according to this witness the attachment 


not what was sent to Mr. Gruber. 


MR. FARRELL: <As to the attachment only, 


your Honor. 


THE. COURT:.,, Bo you want to offer the letter 


Separatcly from the attachment? 


are. & eee 
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MR. FARRELL: Yes, 

THE COURT: It may be separated and marked 
57A and B, and I will receive 57A, if there is no other 
objection Pere te 26, 

MR. MacCRATE: No objection, your Honor. 

. (Exhibit P-S7A was received in evidence.) 
BY MR. FARRELL: 

Q Now, Mr. Shippee, I show you a document which | 
has been previously marked Plaintiff's Exhibit 58, dated 
October 23, 1962, previously 461, and ask if these are 
copies of the memorandum as revised which was actually 
sent with the letter which has been introduced as 
Exhibit 57. 


A 
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MR. FARRELL: Your Wonor, I offer those. 


MR. MacCRATE: No objection, your Honor. 


4 THE COURT: 58 is received. 

5 (Plaintiff's Exhibit 58 for identification 

6 was reccCived in evidence.) 

7 Q Mr. Shippee, what did you do next in cennection 
8 with the proposed project? 

8 A I met with Mr. Young to review the chemical 
10 companies that might be considerec candidates and Mr. 

11 Young, Mr.«Willey and myself then proceeded to contact 


them in regard to it. ¢ 
Q Tell us a little more detail if you will. 
Where did these meeting take place between you 
and Willey and Young? 
A In the office of Prudential Oil Corporation in 
New York City. 
Q Can you tell us some or all if you can of the 
companies that you contacted? 
A We contacted Mobil, Chemical Division. 
We contacted Hercules; we contacted Monsanto; 
we contacted Allied Chemical, amongst others. 
Q What was your purpose in contacting those 


companies? 


MR. MacCRATE: I object to the purpose, your 
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Honor. 

THF COURT: Well, I will take it subject to 
connection, His purpose was to sell the petrochemical 
product. 

A To seek a firm commitment that they would 
establish a plant to use a specific feed stock. We needed 


customers who would commit to -- 


THE COURT: The purpose was to get them to agree 


to buy the output, isn't that right? 
THE WITNESS: The feed stock, yes, sir. 


MR. FARRELL: There is more than that, your 


nection. 

Q What was your purpose, Mr. Shippee? What did 
you want them to do? 

A We wanted them to commit to build a plant and to 
take part of the output of the refinery so that we could 
take this committment as an integral part of the 
tion for the import quota to the oil administrator 


Washington. 


Q Did you receive any such commitment from anv 


a 


of 


those companies? 


A No. 
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Q Mr. Shippec, did you thereafter consider changing 


the proposed project in any way? 

A Yes. 

Tell us what you did? 

A We called a meeting including Mr. Young, Mr. 
Willey, Mr. Little and my.elf to discuss our failure to 
get any commitment from any of the chemical companies that 
collectively we had contacted. 

Q About when was this if you recall, Mr. Shipee? 

A This was about a week later, about the end of 
October; just at the end of October. 

Q Proceed. 

A We then went over the complete project, Starting 
with the concept that had been laid out in the earlier 
attempts with focusing on the core refinery and satellites 
and trying to 

you explain -- 
MacCRATE: Is this descriptive of 
that was held among these people? 
THE COURT: That is my understanding. 
We were searching for new ideas. 
This is the subject matter of the mecting? 
It was, searching for new ideas. 


THE COURT: Is this meeting being connected in 
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any way with Phillips? 

MR. FARRELL: Yes, your Honor. 

THE COURT: I will take it subject to connection. 
Right now there is nobody from Phillips present at the 
“meeting. Let us go on. 

THE WITNESS: This is prior to the Phillips 
selection and telephone call to Phillips. 


We were seeking some other way to go about our 


MacCRATE: Your Honor, I am going to object, 
This is just a general discussion in the absence of 
Phillips about what they were thinking about doing. 

MR. FARRELL: Your Honor, Phillips -- it is not 

necessary that Phillips be at the meeting. 

THE COURT: I will excuse the jury if I am gceing 
to hear argument. 

The jury may step out to the jury room, please. 

(Jury left the courtroom.) 

MR. MacCRATC: Your Honor, I have been allowing 
certain questions to go on so that this record could be 
developed as to the general course of events. But when 
we turn to matters of this sort and start getting into 
what is going on in the mind of Mr. Shippee and what he 


is saying to others out of the presence of anyone from 
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Phillips, Phillips is wholly a stranger to the conversation, 
I don't think that this is anpropriate evidence at all. 
MR. FARRELL: Your Honor, this just goes to a 
‘Separate part of our case. The proposition is that we 


developed a different concept for the petrochemical 


project, that we developed it. We didn't develop it in 


when that was developed. We thereupon showed it to 


Phillips to go on with the results that we claim happened. 


the presence of Phillips but I am showing that it was, 
| 


THE COURT: I will permit this witness to testify 


that he had meetings and what the topics of the meetings ‘ 
were. | 
However, I am doing so on your assurance already ! 
given to me on this record that you can connect it with 
Phillips. You told us I believe in an cpen statement 
that Mr. Anderson had an agency relation ship with 
Phillips. 
Apparently I can infer from what I heard ane 
read in this case that eventually Chapman hac 
of connection with Phillips. Obviously w 
imparted to Anderson may be admissible on 
what he imparted to Phillips directly to Mr. Learned or 
Mr. Anderson is going to be admissible and perhaps the 


Same rationale would pertain to Mr. Chapman. 
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There is another aspect of it which the Court 


is aware, the fact that he had a meeting and what the 


subject matter of the mecting was, when it took place and 
how long it took place and who attended, may relate to his 
cite because it may be some assistance to the jury in 
computing the value, if anything, of what he did. 

If he was generating a plan or an idea as the 
pretrial order says, legally protected concept or material 
conceived, formulated or developed, that is the word of 
the statement of the issues to be tried. If evidence 
of the value of those ideas may be measured, at least 
in some part by how many people conceived them, who they 
were, how long it took them to work it out and when and 
where and how they did it but I don't feel inclined to take 
a great deal of hearsay discussion in the absence of 
Phillips and it is not binding on Phillips unless I have 
some real assurance you can connect them up. 

MR. FARRELL: So I don't misstate my position, 
the evidence that I am seeking to introduce now is simply 
an attempt to show that there were mectings among the 
Prudential group, that at these mctings they discussed 
revising the concept presented to them earlier. 

They took time to discuss this and that they 


developed from that as the days went on a separate concept. 
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THE COURT: I ck taking wll that if you will 
show me and give ae an assurance on ©’ .s record that you 
can show me Lead in some fashion the product of all these 
'. discussions was laid at the door of Phillips. 
| MR. FARRELL: Your Honor, absolutely. 
THE COURT: All right. 
Have I covered the question fully? 


MR. MacCRATE: your Honor, I would think that 


should be stated at this time, in what manner that connection 


is going to be made by the plaintiff. 

THE COURT: f it can't be made r will have to 
strike out this testimony and you may even be in a position 
where I will invite a motion for a mistrial if it is too 


much. 


MR. FARRELL: Your Honor, we can be pretty clear 


THE COURT: You have had a good many years of 
pretrial discovery and you ought to know by now how you 
lay this material at the door of Phillips. 


MR. FARRELL; Of course I will tell you. 


by discussion with Mr. Fisehbeck, by the delivery of 
brochures containing the ideas with Mr. Fischbeck's 


a * a” . ‘ 
revisions to the brochures giving them back. 


' 


This is laid at their door by discussions with ‘r. Anderson, 
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We sik sadabice brochures to Mr. Chapman who 

delivered them to Coan and he delivered them -- shall I 
go on? 


THE COURT: 


You are claiming an agency on the 


Part of Anderson and Chapman or both? 
7 MR. FARRELL: I don't claim -- Chapman had been 


a member of our group at first. He later -- we still 


8 considered him a member of our group when he became 

10 retained by Phillips. The fact that Chapman had been a 
1] member of our group, the brochure, the final copy of the 
v brochure -- 

13 THE COURT: Did he give them Phillips? 

14 MR. FARRELL: He did, yes, he did, 

15 THE COURT: Can you show ‘hat? 

16 MR. FARRELL: Because it turned up, a copy, in 
7 Phillips' files. 

18 THE COURT: I think that is an adequate offer of 
19 proof. Permit me to take these matters subject to con- 

nection, 

an MR. MacCRATE: Your Honor, what is finally in 


a document is one thing but all of the steps alone the 


way, Of discussions amongst Strangers to Phillips is no 


part -- 


THE COURT: They have to generate this, don't 
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they, Mr. MacCrate? It took work initially, putting 
work in on it and you give it a value and I think within 
reason -- I am not:going to spend a long time on it -- 


within reason he can tell us about these meetings discussing 


this problem. I am not going to take those conversations. 


And as a result of the meetings they concluded to inform 
Anderson or Chapman or the Government or whoever they 
concluded to inform, they were revising the approach to 
the problem. | That much they are permitted to show. 

I ask you not to string it out. I don't think 
you have yet but I don't want to get is strung out. 

MR. FARRELL: I understand, your Nonor. 

THE COURT: All right, let us be in recess. 


(Recess.) 
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THE Courr: Bring in the jury, please. 
(Jury present.) 
THE COURT: Mr. Farrell, you may resume, 
MR. FARRELL: Thank ‘OU, your Honor, 


BY MR. FARRELL: 

Q Mr. Shippee, can ron tell me how much time 
you were spending on the Project at that time? 

A All of our time. That was the thing we 
were working on. 

Q You were Spending full time on the project? 

A Yes. 

Q How about Mr. Willey? 

A Mr. Willey was the President of the company. 
He had other duties, but he was Spending a Principal amount 
of his time -- 

MR. MacCRATE: your Honor, I'm going to ask 

that that be Stricken. wr, Willey is gOing to be a witness 


and -- 


THE COURT: Well, if this witness knows that 


Mr, Willey was spending time, he may so testify. 


Q Did you finish your answer? 
THE COURT: I think he did. Let's go 


forward. 


Q iow about Mr. Young? 
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A Mr. Young was spending all of his time on: the 
project. 

THE COURT: Was he an employee of Prudential? 

THE WITNESS: No, he was a consultant at that 
cime to Prudential. He was never an employee. 

Q ‘Mr. Shippee, during the period we are talking 
about, in November of 1962, did you or any member of your 
group discuss the project with Phillips? 

A Yes. 

Q Can you tell us who and approximately when? 

A Mr. Young discussed the preject with Reeds, 
in the middle of November. Mr. Anderson discussed the piel 
with Phillips in November. 

MR. MacCRATE: I am going to ask that the 
answer be stricken unless this witness was present. 

THE COURT: Yes. Motica granted. The answer 
is stricken out unless there be a showing that he was 
present at the time and place and the person in Phillips is 
named. | 

Q Did you, Mr. Shippee, receive reports from 
various members of the group? 

A Yes. 

MR. MacCRATE: I object to whether he 


received reports. 


SMHITHIRN NISTRICT COURT REPORTERS. US COU 


Shippee-direct 
THE COURT: I will let that stand, but I am 
not going to take hearsay indirectly in that fasiion. If 
he knows of his wn knowledge by having been Present -- 
MR. FARRELL: We will come to that chrono- 
logically, your Honor. 

Q During this period, Mr. Shippee, did you 
prepare a rough outline of your proposal or any part of 
your proposal? 

A Yes. 

Q I show you the document that has previousiy 
been marked Plaintiff's Exhibit 62 for identification, 

MR. FARRELL: The date your lionor, is 
seveibex "62, no day, and it has previously been er 


PuS23. 


Q I ask you if that is the outline you 


referred to. 
A Yes. 
Q Can you tell me who Prepared this? 
A I had it prepared. 
THE COURT: No, who Prepared it is the 
question. 
Who prepared it? 
I prepared it. 
Was this as a result of discussions with 
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Mr. Young and Mr.. Willey? 
‘ 8 A It was. 
4 4 MR. FARRELL: Your Honor, I offer this. 
6 VOIR DIRE EXAMINATION 
' BY MR. MacCRATE: 
7 i Q ‘Mr. Shippee, what is the fourth page of 
' A this document? 
A The er page is a memorandum from Warburg, .; 


reciting a meeting held in their office on November 7th. | 
Q And therefore what you have testified to in. | 

response to questions from Mr. Farrell in no way relates 

to the fourth page of the exhibit? 


A Correct. 


THE COURT: Is that the last page, the fourth 


MR.FARRELL: No, it is in the middle, your 
Honor. 
THE COURT: All right. 
20 ; ee “ 
Q The fifth page of the exhibit, what is that? 
A It is a schematic diagram of the feedstocxs 
from the refinery. 


Q This schematic diagram was prepcred by whom? 


A I prepared it. 


s = 8 8 


Q When did you prepare it, Mr. Shippee? 
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A At. that time. 

Q When you say “at that time," can you fix 
approximately the date for us” 

A Approximately November 7, 1962. 

Q And when on November 7th or thereabouts in 
1962 you prepared the schematic diagram, the last page of 
the exhibit, did you attach that to the first three pages 
of the exhibit? 

A Yes, 

Q However, the fourth page was a subsequent 
addition, is that correct? 


A Yes. 


MR. MacCRATE: I have no objection, your 


‘jonor, to the admission of the first three Pages and of the 
fifth page. 

THE COURT: All right. I will have the 
fourth page removed and marked Exhibit 63A for identifica- 
tion. There is no cbjection to Exhibit 63 as modified. 

(Exhibit P-63 was received in evidence.) 

(Exhibit P-63A was marked for identifica- 

tion.) 
FARRELL: 
Q Mr. Shippee, did there come a time when you 


met with representatives of the EDA? 
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Can you tell me where that meeting took place? 
In their offices in San Juan. 
Is that San Juan, Puerto Rico? 
A In Puerto Rico. 
Q’ Did you travel to Puerto Rico in connection 
with this project? 
A Yes. 
Q And about when was that, Mr. Shippee? 
A That was towards the end of November, perhaps 
November 28th. 
Q "62? 
1962. 
Q Did any other member of the group that you 
were working with accompany you on that trip? 
A Yes. 
Q And who was that? 
A Mr. Young and Mr. Coan. 
Q And in Puerto Rico, whom did you meet with? 
A We met with Mr. Diaz Hernandez. 
Q What was his position? 
A He was the director of the EDA for Continental 


United States. 


Q And did you discuss the proposed petrochemical 
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complex with him? 
A s¥es, 
Q Who else did you meet with? 
A We nen with Mr. Van Byning and with Mr. 
Durand. 
Q Who was Mr. Van Hyning? 
A Mr. Van Hyning was a consultant to EDA for 
refinery. 
And who was Mr. Durand? 


Mr. Durand was the Girector, the head of 


Q And did Mr. Young -- what did 
if you know, in, Henmenten with the project 
in Puerto Rico? 

A Mr. Young participated in the meetings of the 
first day. On the second day I went back over the project 
details and the operations room with Mr. Diaz Hernandez, 
and Mr. Young flew in a small aircraft around the island 


with Mr. Van Hyning, looking at Possible port sites. 


meetings with representatives of the EDA? 


Q And on the third day, Mr. Shippee, did you is 


A Yes. 
Q How much time did these meetings take? 


A Through the day and into the evening. 
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Q Were these meetings, all of them concerned 
with the petrochemical complex, proposed? 

A Solely. 

Q And Mr. Coan was with you during the entire 
three days? 

A Yes, and he stayed, after we left, for at 
least another day, I'm not sure; if longer. 

Q Now, Mr. Shippee, after you returned from 
Puerto Rico, did you talk to Mr. Anderson? 

A Yes. 

Q And did you report to him the results of 


your trip to Puerto Rico? 


A Yes. 


Q I show you a document which has previously 
been marked as Exhibit 73, and the date is December 6, 
1962, the previous number was 44E, and ask you if this is 
a copy of a document which was in the file maintained by 
Prucential during December, 1962 with respect to the project. 
THE COURT: Which old number is 
MR. FARRELL: The old number is 
Honor, D-44E. 
COURT: And the present number? 
FARRELL: The present number is Fo 


COURT: That is a letter. van Iyning to 
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MR. FARRELL: Right. 

A Yes, 

Q Was that letter received or a copy of that 
letter received by Prudential in the ordinary course of 
business, working on this project? 

A Yes. 

MR. FARRELL: Your Honor, I offer this 
letter. 

MR. MacCRATE: No objection. 

THE COURT: Received in evidence. 


(Exhibit P-7 3 was received in evidence.) 


Q Upon your return to New York, Mr. Shippee, 


did you then meet, again, with representatives of EDA? 

A Yes, we did. 

Q Where did that meeting take place? 

“A In their office in New York City. 

Q 666 Fifth? 

A 666 Fifth. 

Q Did Mr. Anderson mect with any of the 
representatives of EDA? 

A Yes. 


Q Was that at about that time in December of 
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2 A No, I believe thet wovid have been after 
3 Christmas, in January of '63, when we had a meeting with 
4 Mr. ~— and Mr. Duranc who came up from Puerto Rico. 
§ . Q How about a meeting with Mr. Diaz, didn't 
6 Mr. Anderson meet Mr. Diaz? 
7 A -I was not at that meeting. I know they held 
8 |. a meeting, but I was not present at the meeting. 
4 9 : MR. MacCRATE: I object, your Honor. 
| 10 THE COURT: He says he knows they had a 
meeting. I will allow that answer to stand. | 


Q During this period in December of 1962, did 


you continue to work on the project? 


A Yes. 


Did this continue to be full time? 


Q 


A Yes. 


Q Did there come a time when Mr. Shea mace a2ny} 


proposals concerning the financing of the project? 


A We had a -- 


Q Just answer -- 


Yes. 


Can you tell me how that came about? 
A Yes. 


Q Okay, tell me. : 


We had assigned different parts of the 
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application for an import quota to different people. We 
had assigned the financing plan to Mr. Shea. 

MR. MacCRATE: Your Honor, unless we relate 
this to place and time, we are going to have -- 

THE COURT: Yes. I8 it in writing, a 
financing plan? 


MR. FARRELL: I was just laying the founda- 


THE COURT: JI don*t think you 
there is no objection to the document, just 
MacCrate. 


MR. FARRELL: I don't know if there is any 


THE COURT: Ask him. Let's save time. 
MR. MacCRATE: No objection, your Honor. 
MR. FARRELL: I will ask just one 
so it is clear. 
Is this a financing proposal for the project 
sent to you at about the date it bears? 
This is dated December 13th -- 
THE COURT: Ch, come on. 
Yes. 


THE COURT: O.fer it in evidence. I'm not 


going to waste time over matters which are not disputed. 
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MR. FARRELL: 76 offered. 
THE COURT: Received. 
(Exhibit P-76 was eecetved ix evidence.) 


Now, turning your attention to the same 


period, Mr. Shippee, did you meet at any time with represen 


tatives of Phillips Petroleum? 


A 
Q. 
Mr. Anderson, 


A 


disregard it. 


Yes. 

And when about was tnat? I'm not talking about 
I'm talking about other than Mr. Anderson. 
oe 1962. 

MR. MacCRATE: I object to counsel's -- 

THE COURT: I will instruct the jury to 


Questions aren't evidence and anything 


lawyers say is not evidence, unless they are stipulating 


to something or admitting that something is valid or 


correct. 


All right, let's reframe the question. 


With whom did he meet? 


Q 

A 
Mr. Pagc, Mr. 
Holland. 

Q 


A 


With whom did you meet, ‘ir. Shippee? 
Mr. Fischbeck, Mr. Conn, there were others, 


Smith, subseguently others, Mr. Waldby, Mr. 


And where did you mect with them? 


Generally, in their office in Wall Strect, New 
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York City. 
MR. MacCRATE: Can we fix the Place and 
time? The time because I think this is very open-ended, 
in view of some of the names that have been mentioned, 
THE COURT: Let's take the first meeting, 
time and place, and who was present, who said what to 
whom. 
Q When was the first meeting, Mr. Shippee, if 
you remember, the best of your recollection. 
A At the end of 1962, in New York City, with 
Mr. Fischbeck. 
Q And do you know Mr. Fischbeck's position or 
what he represented himself to be at that time? : 
A Yes. 
Q What was that? 
A He was the manager for the development of 
Products and refinery. 
Q Did you discussthe Proposed proj 
Rico with Mr. Fischbeck? 
A Yes. 
Q And did you describe to tr. Fischbeck the 
work that you and your associates had done up to that time? 
A I described to Mr. Fischbeck the work that 


we had done up tothat time, and he told me that he was 
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familiar with the project from a previous look at it, and 
he told me sone the headquarters in Bartlesville had 
instructed him to work with us and he was available to us. 

Q Do sna Know how long -- try to limit yourself 
to the first meeting, if you can -- how long that meeting 
took? 

A It was probably half of a day. 

Q And do you know who else was there besices 
you and Mr. Fischbeck? 

A I was alone with Mr. Fischbeck on the first 
meeting. 

Q Did you have a subsequent meeting with Mr. 
Fischbeck? 

A Yes. 

Q Do you know when that was? 

A As I recall, it was the next day with 
Mr. Young. 

Q That is Mr. Young and you were both with tr. | 
Fischbeck? 

A Yes. 

Q Did you discuss the petrochemical complex, 
the proposed petrochemical complex at that meeting? 

A Yes, that was ‘aie of a technical discussion, 


principally between Mr. Young and Mr. Pischbeck. 
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How long did that meeting take? 


A I left that meeting shortly after it started, 


after I introduced them and went to another meeting, and 


they remained behind. I don't know how long. 

Q Did the other meeting you had have anything 
to do with the petrochemical complex? 

A I don't recall. 

Q During this period again, we're talking 
about late December '62 and early January, did you have 
discussions, further discussions with Mr. Diaz of EDA 
concerning the project? 

A Yes. 

Q What cid Mr. Diaz say to you, if you remember? 

A Mr. Diaz -- 

MR. MacCRATE: Your Honor, I'm going to 
object to anything. about this meeting until I know somethin 
more about the time and place, and who was present. 
THE COURT: Yes, as to any meeting, time and 
place and who was present. 

Q Do you remember when this meeting was -- this 
would. be subsequent to your return in his office in New 
York. Or, did you have telephone conversations with him? 

A We had both. I'm trying to recall the 


mecting, and I would say it was about the middle of December 
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and it may have been on the 13th of December; we had a 
meeting in which we reviewed the new concept which has been 
described. 
Mr. Diaz requested that we have an 
independent management consulting firm renew the n2w 
concept because of the novelty and we gave them three names. 
They chose A. D. Little & Co., with the directions to go | 
over our project as we had presented it in Puerto Rico, | 
and report independently back to EDA. | 
MR. MacCRATE: Your Honor, I'm going to objec: 
and ask that the answer be stricken. It has no connection 
with the defencant. 


THE COURT: Well, if he took the project to 


not as to any conversations concerning it with Little or 
Diaz Hernandez. 
MR. FARRELL: Your Honor -- 


THE COURT: You see it would be hearsay, 


| 
A. D. Little & Co., I will permit him to so testify, but | 


but I will permit the portion of the answer to stand, if he 


t 


| 
retaincd Arthur D. Little & Company, he may so testify. And 


if he d‘a it. | 
MR. FARRELL: It is more than that. I want ta 
ask him what the new concept is that he's talking about. 


THE COURT?) Didn't Arthur BD. Gittle make a 


an 


oo 


10 


1] 


zg f B RB 
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report? 
. MR. FARRELL: No, they did not as it turned 
out eventu.lly. 
THE COURT: Well, unless it can be connected 
with Phillips, I can't take it. 
MR. FARRELL: Your Honor, I have explained, 
I think, quite clearly, how I am going to do that. 


THE COURT: All right, I will take it subject 


to connection. 


MR. FARRELL: Tha: ou, your Honor. 
Q What was the new concept that ycu described 
to Mr. Diaz? | 
A The new concept was that we should Stop our 


focus on getting a firm commitment from a chemical company 
and return to the original focus of the core plant follswed 


by satellites, and then change the concept of the core so 


that it would be conceptible and workable to the Oil Import 


Board and in the degree of change or modification, th 


sc core 


plant should be very flexible so it starts out as an 
existing refinery and is able to change over to a petro- 


chemical refinery once it is established and we can attract 


the chemical companies to come to Puerto Rico, but not to 


rely upon the good intentions of anybody. 


that it have the character of a quasi-public utility, and 
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that it be part of the agreement with the Oil Import 


Board and part of the agreement with the corporation that 


it has to supply a feedstock, if a chemical company comes t 


Puerto Rico and requires it, that the chemical compani.es 
establishing themselves in Puerto Rico would have the right 
of first refusal on anything that the refinery could make, 
even if the refinery hac to make it and suffer a loss, and 
that the EDA would undertake to make goed their loss becaus 
it. was the purpose of the refinery to form the basis of a 
chewical industry. 

THE COURT: This is all what the witness 
told Mr. Diaz Hernandez? 

MR. FARRELL: Yes. 

That is my concept that I described. 

R. FARRELL: No, your Honor, that is what 

you described -.o Mr. Diaz? 

A Yes. That was our new concept, principally 
my thought and idea. It appealed to them, but they wanted 
an independent consulting firm to hear it and t robe i 
and to report back independently to them of us what 
they thought of it. 

Q Mr. Shippee, thereafter did you have meetings 


with Arthur D. Little? 


A Yes. 
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And can you tell me where they took place? 
In the New lork office of Arthur D. Little. 
And can you tell me who was present? 
THE COURT: Do we need all this? Can't he 
be asked did he retain the company? 
MR. FARRELL: No, he can't, your Honor, because 
Iam laying a foundation for some documents I am going to 
put in. 
THE COURT: All right. 
A A New York representative of EDA, Mr. Ivan 
Irizarry was present. I was present with Mr. Young. 


Blinken of E. M. Warburg was present, and there was a Mrs 


Norton and a Mr. Jensen of A. D. Little. We met in Mr. 


Jensen's office. 
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Now, I show you . document which has been -- 
MR. FARRELL: The date, your Honor, is January 8, 
1963 and the exhibit number is Plaintiff's Exhibit 85. 
‘The old number is 432-DiH, it is Defendant's. 
Q I ask you whether you received that letter from 
Arthur D. Little at about the time we are speaking? 
A Yes. 
MR. FARRELL: Your Honor, I offer this letter. 
MR. MacCRATE: Objection, hearsay, your Honor. 
MR. FARRELL: That is not offered for a hearsay 
purpose, 


THE COURT: I will reserve on this and rule 


at the next recess so we don't delay the trial. 


Q During this period, Mr. Shippee, were you 
reporting to Mr. Anderson as to what you were coing? 
A Yes. 
Q I show you a letter dated December 31, 
Plaintiff's Exhibit 83, prior number D-25. 
Is this a letter you wrote to 
Or about December 31, 1962? 
A Yes. 
MR. FARRELL: I offer the letter. 
MR. MacCRATCL: Objection, your Honor. 


THE COURT: Mand it to the Clerk, please. 
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I will reserve on this also, Before we break 
for lunch I will rule on it. 


Q Turning your attention to -- we are in January 


1963, Mr, Shippee., As January progressed did you have 


other conversations or meetings with people at Phillips? 

A Yes. 

Q Can you tell me about the next one that you 
remember? That is the earliest one in January after 
any meeting you described before. 

A We met in the Phillips office in New York by mid- 
January with Mr. Conn and Mr. Smith and Mr, Page. 

THE COURT: Who is the we? Who was there from 
your side? | 
THE WITNESS: Mr, Young besides myself, 

Q And how long did that meeting take? 
A That meeting took most of the day. 
Q At the meeting did you discuss the Proposed 
petrochemical project? 
MR. MacCRATE: J object to it, your llonor. 
He can ask the witness what was discussed. 
THE COURT: I assume they weren't discussing 
the weather. I will let him give the substance of the 


conversation. 


Q Go ahead. 
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THE COURT: What’ he said and wnat they said. 
A We Perera the new concept and its impact on 
the application that was being prepared for submission. 
THE COURT: What did you say and Mr. Conn and 
Mr. Young say? Give us the substance of the relevant 
conversation on that day? 


On that day Mr. Conn was trying to get inform-~ 


THE COURT: Mr. Shippee, I can't take it that 
way. Will you please give us the substance of the 
conversation relating to the matters in issue in this case; 
what they said and what you said. 

A We requested samples of the type of crude oil 
that could be supplied from Phillips Venezuelan supplies. 

We requested information on products that could 
be marketed. 

We requested up to date information on the 
economics of one type of product to another and all of the 
technical aspects that go into the preparation of an ovt- 
line for a refinery. 

Q Mr. Shippee, did you on or about January of 1963 
have a telephone conversation with anyone from Phillips? 
A Yes. 


Who was that? 
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That would have been Mr. Fischbeck. 


Did you have a telephone conversation with Mr. 


Yes. 

On or about January 18 Mr. Shippee, if you 
remember? 

Yes. 

It was the middle of January? 

It was approximately the middle of January. 

MR. FARRELL: I offer Plaintiff's Exhibit 87 
which is a memorandum dated January 18, 1963, the prior 
number is 154, 

MR. MacCRATE: No objection. 

THE COURT: Received in evidence. 

(Plaintiff's Exhibit 87 was received in 

evidence.) 

MR. FARRELL: I will read this memo to the Fury. 

THE COURT: All right, 

(Memo read.) 


MR, MacCRATE: May I add what was read to the 


THE COURT: If the entire exhibit was not read 


¢ 


MR. MacCRATE: In the upper left-hand corner 
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appears the notation “File: Puerto Rico crude." 


MR. FARRFLL: And next to that is the hand- 
written note which says “Petrochem." 
THE COURT: All right. 

Q Mr. Shippee, at or about this time did you 
prepare, you or your associates, prepare a brochure contain- 
ing your aonecst? 

A Yes. 

Q Mr. Shippee, I show you Plaintiff's Exhibit 214 
which had previously been Marked 32 =<- 

MR. FARRELL: That is in the last section of 
the plaintiff's exhibits under the brochure section. 

THE COURT: What is the former number? 

MR. FARRELL: D-32. 

THE COURT: It is now what? 

MR. FARRELL: 214, P-214. 

THE COURT: Fine. 

Q I ask if this is one of the brochures that you 
and your associates prepared? 

A Yes. 

Q Did you deliver that brochure or 
that brochure to Phillips? 

A Yes. 


About when did you do that? 


THE COURT: To whom in Phillips do you claim 
it was delivered? 
THE WITNESS: Mr. Holland as I recall. 
VOIR DIRE EXAMINATION 
BY MR. MacCRATE: 
Q Mr. Shippee, on the first page there is hand- 
writing. Whose handwriting is that? 
A I believe it is my handwriting. 
THE COURT: Excuse me just a minute. Let's 
have some ground rules, if there is handwriting on the 
exhibit let's get it deemed excluded if it wasn't on the 


copy. 
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About February 1963. 
MR. FARRELL: I offer this. Ma 


MR, FARRELL: No, your Honor. The’ handwriting | 
in some of this is,very import 
THE COURT: All right. 
Then Mr. MacCrate may continue to voir ¢@ire. 
BY MR. MacCRATE: 
Q Was the handwriting that appears on the first 
page on this document when you say that you gave it to 
Mr. Holland? 
A I believe it was. 


Q And you asked Mr. Holland to do what with the 
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document? 

A To reproduce ten copies of the attached, please. 

Q Mr. Holland was to reproduce some copies of 

pieces of paper for you, is that what you are telling us? 

A Of this application for import quota. 

Q You wanted ten copies with your handwriting 
showing and ta this form? 

A No. 

Q . Mr. Shippee, the second page is a note. 
also in your handwriting? 

A Yes. 

Q Is the note addressed to Mr. Rich 

A Yes, it is. 

Q You are asking him to reproduce ten copies of 
the attached, please. What was attached to that note at 
the time that you delivered that note, if you did, to 'r. 
Holland? 

A This book. 

Q Were all of the paces in this took in just tre 
form that they are now in when you delivered them to Mr. 
Holland? 

A As far as I know it is exactly as it was 


d@elivered to him. 


Q I call your attention to the contents where there. 
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is a handwritten appendix, A, R, C and where the name 


N.M. Shippe, 1362 has been crossed out. 


Was this on the copy delivered to Mr. Holland 


for reproduction? 

A I believe it was. 

THE COURT: Can the jury see the witness. 

Please move over. I mean the attorneys, not you, Mr. 
Shippee. 

Q On the fifth page of the report in brief there 
is handwriting. Whose is tht? 

A I believe it is my handwriting. 

Q Was this on the document when you delivered a 
copy to Mr. Holland? 

A I believe it was. 

Q Is this very copy the one you gave to Mr. Holland? 

A I believe it is. 

Q In Chapter 1 on the back of the third page 
there is handwriting in pencil. Whose handwriting is 
that? 

A It is a combination of pencil and pen. 
‘I believe it is Mr. Young's pencil and I wrote over some 
of the words in pen to make it more legible, 

Q Was this on the document you gave to Mr. Holland? 


A I believe it was. 
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Q Opposite that page is a partial page which 
bears the notation"insert A". Was this also included in 
what you gave to Mr. Holland? 
A This is Insert A and it goes here. 

THE COURT: phat type of testimony is of no 
assistance to the Court. If something is going tobe 
referred to as “this” then it viet now be marked as 214-A 
or B so that the Court will know what the witness was 


referring to when the record is transcribed. ZTE ie is 


marked. 


Either of you gentlemen want it marked? 


important the article referred to as "this" will he so 
fe 


MR. FARRELL: Do you want it marked, Mr. MacCrate 
MR. MacCRATE: I ask that the handwritten pege 
be marked. The one the witness referred to as this. 
(Plaintiff's Exhibit 214-A was marked for 
identification.) 
Q With respect to the page headed “References to 
Natural Resources of Puzrto Rico”, is that in the form 
that the document was given to Mr. Holland? 
Rh I believe it was. 
Q Chapter 3, the last two lines have been stricken | 
in pencil, and there appears to be a notation in the lower 


right-hand corncr. Were those notations on the document 
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as given to Mr. ilolland? 
A I believe they were. 
Q I ask you the same question with respect to the 
handwriting on the bottom of the second page under the 
heading "Commercial Implementation". 

A I believe that is correct. 

Q Fastened on the following page is a yellow sheet 
headed "Insert B" and a pencil notation on that page 
indicating an insert. 

Was that also a part of what was given 
Holland? 

A I believe it was. 

Q I show you a page heaced “Officers and Di 
Puerto Rico Oil & Petrochemical Company" and call 
attention to the handwritin on that page opposite 
name of Mr. A. Dale Fischbeck. 

Was ani handwriting on the document when you 
gave it to Mr. Holland? 

A I don't believe it was. i recall Xr 
made those corrections himself. 

Q Did Mr. Fischbeck make those corrections 
your presencc? 

A No, he told me did. 


Q When did you first see the corrections? 
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A This book was returned to us after the new books 
were made from it and it would have been some time there- 
after I saw it. 
Q When was this book returned to you, Mr. Shippee? 
A Prior to June -- at the time the books were 
sent to pneaenen Chapman in Washington, we would have 
received them back just the day before. So I could 
identify the date they were sent to Washington, it would 
have been that ime. 
Q So in late May of 1963 it is your testimony that 
this book came into your hands for the first time after 
you had given it to Mr. Holland, is that your testimony? 
A That is as I recall. 
Q When did you give this book to Mr. Holland? 
A In February or March of 1963. 
Q Can you fix the time and place any more precisely | 
than that? 
A Perhaps I can. There was reference to it and 
there may be an exhibit to refresh my recollection. 


Q But what you can recall at this moment 


it was some time in February or March 1963 that you 


Aclivered this book, Plaintiff's Exhibit 214, to Mr. 
Holland? 


A For reproduction. We have discussed othcr 
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of these books at various times and that is the reason 


I would lixe to be refreshed as to this narticular book. 

Q Of all the pages we have leafed through up to 
this time, the only change that was made in what was given 
to Mr. Holland from what you see here today is this 
notation under officers and directors? Up to this point 
as you and I have been leafing through the book together. 

A Yes. 

Q What about the change on the next page opposite 
vice-president finance, was that change on he book when 
you gave it to Mr. Holland? 

A I believe it was. 

Q Under "Engineering Planning” on the page 
ing the map there is handwriting or notations. 
make those notations in the book? 

A Mr. Young made those notations. 

Q Were ies On the book when you say it was 
delivered to Mr. Holland? 

A I believe they were. 

Q I notice under a tab "Appendix A" there is 
nothing in the book. 

Was there something in the book at that point 
when you delivered it to Mr. Holland? 


A There were additional books accompanying this 
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Q There were additional books that went with this 


as Appendix A which are not part of this exhibit? 


A There were additional books that went with this 


book to Mr. Holland. 

Q Can you tell us what those additional hooks 
were? 

A May I look at Exhibits A and B? The table 
of contents, Exhibits A, B, ané@ C are listed. Exhibit B 
is the processing and economic data for proposed Puerto 
Rican refinery. 


(Continued on next page.) 
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Is there a date on that, Mr. Shippee? 
Not readily apparent. 
Do you know by whom it was prepared? 
It was prepared by Mr. Young. 
Q It is your testimony that that exhibit was 
prepared by Mr. Young? 
A He was responsible for this. He drew 
upon various sources. 
THE COURT: Is it clear what is meant 
by that exhibit? 
THE WITNESS : Appendix B. 
THE COURT: Appendix B for P-214 for 
Cation. | 
A It is my recollection that Appendix A was a 
report of site locations, although I can't be sure. 
Q Turning to Appendix B, there is a page 
headed "Processing and Economic Data for Proposed Petroleun 
Refinery, Introduction,” ang it is 


Young was responsible for the Preparation of that page? 


| 
! 
} 
| 
t 
| 
‘ 


A The whole section was under the responsicility 
of Mr. Young. 

Q Well, did Mr. Young have anything to do 
pages 2, 3, 4, S, 6, 7 and 8?: 


A Yes, he selected them. 
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Q He selected them. But by whom were those 
Pages originally prepared? 

A You might ask Mr. Young. 

Q Mr. Young didn't tell you by whom it was 
prepared? 

A No. 

Q He never told you that UOP was the source of 
the data that is here? 

A He had a UOP report. 1 don't know if these 
Pages came from that report. Mr. Young was responsible for 
these appendices and he could tell you directly 


Q Now, are all of these pages that 


Data for Proposed Puerto Rico Refinery, Basic Conditions," 
another, "Process Description and Yields," followea by 
Pages, and “Processing and Economic Data for a Proposed 
Petroleum Refinery Addendum, ISOMAX case, and then 
“Processing and Economic Dat for a Proposed Px 

Refinery," list of tables and drawings, wit 


Some twenty-three tables and drawincs 


2 ’ 


| 
| 
at that point, one Page headec “Processing ana ai 


part of what you have referred to as Appendix pb? 
MR. FARRELL: Your Honor, I object to that. 
This is no longer voir dire. This is cross examination. 


This was -- it is his testimony that that was given to 


10 


1] 


=z 8 © 
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Phillips. 


particular sada and then I will call an end to the 
voir dire. 


THE COURT: I will permit him to answer this 
THE WITNESS: Please repeat the guestion. 


THE COURT: All right, the reporter will | 


read it back. 
(Question read.) 


A I'm uncertain, because I referred to 


2 i 


A, B and C, and I don't see a divider sheet for Appendix 


Cc. I'm just uncertain. 


THE COURT: What was delivered to Mr. Holland’ 


a re ° 2 ee rea - . ea 
as far as Exhibit P-214 fer identification is cencernza? 


i 
THE WITNESS: This book was delivered to 
Mr. Holland. 
THE. COURT: And did the book contain all of 
the pencil and pen and ink notations in it that your | 
attention has been directed to @uring the voir dire | 
| 
examination? | 
i 
of Mr. Fischbeck's description of his position. | 
TWE COURT: All right. 
Q Do you find in Appendix C == an Appendix 


C in the volume? 
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don't. 
an Appendix C delivered to Mr. Holland? 

A Sure it was. 

Q it is not in this document before you at 
this time, nor is Appendix A, is it? 

A I don't see it. 

Q There is at the back of the book a handwritten 
notation. Whose handwriting is that? 


I'm uncertain. I don't recognize it as 


Was that given to Mr. Holland? 


I cannot tell you. 


MR. MacCRATE: 1x would ask that it be marked 


for identification. 

(Exhibit P-214B, marked for identifi- 

cation.) 

MR. MacCRATE: I ask that the memoranéun 
that Mr. Shippee has Previously identified with Mr, 
Holland's name on it be marked as the next ex Ss 
for identification. 

(Exhibit P-214C marked fo 

cation.) 
MR. MacCRATE: yf object, your Honor, to the 


admission of this as an incomplete document which docs not 
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purport to be the Same as what was delivered to Mr. 
Holland. 

THE COURT: Well, as to the papers which has 
been marked 214B for identification, I think it is clear 
there is no proper foundation. 

As to the balance of the document, 214 and 
214A, which is a part thereof, and 214C, which is attached 
thereto apparently by paper clip, I would overrule the 
objection. 

However, I will direct the Plaintiff to make 


available to Mr. MacCrate, and to mark for identification, 


if it is within its possession, or the possession of 


anything else which was delivered to Mr. Holland : 
neously with these papers or this Particular exhibit. 

MR. FARRELL: Your Honor, we have made 
available anything that we had in that connecticn. 

THE COURT: All right. During the recess 
anything that you contend was delivered Simultaneously 
Shall be properly identified as an Cxhibit for 

All right, let's go forward, 

(Exhibits P-214, P-2144 ana P-21:0 were 

received in evidence.) 


BY MR. FARRELL: 


Q Mr. Shippee, at the time of the preparation 
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ef the exhibit that has just been introduced, 214, did you 
discuss it with Mr. FPischbeck? 

A Fes. 

Q Did you discuss with Mr. Fischbeck a Proposal 


that he become an officer of the corporation that was to 


Operate the petrochemical facility? 


A Yes. 
Q And what did he say to that? 
THE COURT: Do we have the time and place 
and who was present? 
Q Give us the time and place, Mr. Shippee, 
A In late January or early February, and I 
— the first meeting er j ME. Fischbecx, 
I described the Significance of the application and the new 
concepts and the importance of convincing the oil adninis- 
tration that this would not be just another refinery. 
The board of directors -- 
MR. MacCRATE: Just.a minute. We are 


fixing the time and Place, your Honor. 


THE COURT: I think we are Supposed to be doing; 


Just the time and place and who Was present 
when you discussed with Mr. Fischbeck the question of Mr 


‘ e 


Fischbeck becoming a director. 
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Myself and Mr. Fischbeck, 

THE COURT: Awd where and when? 

THE WITNESS: In New York City, approximately 
the end of January. 

MR. MacCRATE: This was your first meeting 
with Mr. Fischbeck? 
| Q What did you say to him and what did he say 
to you at that time? 

THE COURT: Is that a statement 
record that it was the first meeting? 

MR. MacCRATE: No, I was trying 
the record, your a. and -- 

THE COURT: You will have an Opportunity 
cross examine later. 

A I asked Mr. Fischbeck if he would be an 
officer of the company in order that we could show his 
position in the application to the Import Quota Board, and 
he agreed, ani we included in all of 
Mr. Fischbeck as the vice president of operations. 


Q Mr. Shippee, I am going to ask you to 


@ document marked Plaintiff's Exhibit 93, which is dated 


3/63, just March, '63. The Old number was D43-G, and ask 
if that refreshes your recollection as to when you talked 


this over with Mr. Fischbeck. 
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We’ talked — over -- 
THE COURT: Just yes or no, does the document 
refresh your recollection? 
THE WITNESS: Yes, it does. 

Q ~an you tell me when you talked to Mr. 
Fischbeck concerning his becoming an officer of the petro- 
chemical corporation? 

A I believe towards the end of January, 1963. 


Q And can you tell me at that time what he said 


He said -- 


You told me what you said to him, have you 


Yes. 
Q What did he say to you? 
A He agreed and he wanted to confirm this by 


checking with the heaéquarters in Bartlesville. Subseguently 


Q Do you know when that was about? 


he confirmed it. | 
ary 


A About a month later, perhaps the end of Febr 
Or March, early March. 
Q Did you show Mr. Fischbeck at any time Exhibit 


214 or another copy of 214? 


A Yes. 
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Q And did you show Mr. Fischbeck the 
description that this Exhibit 214 contained? 


A Yes. 


Q And did he make any remarks about it, that 


is, the Pe meee of Mr. Pischbeck? 
A no. 
MR. MacCRATE: Can we fix the time? 
THE COURT: Yes, fix the time and place. 

Q When was that? 

A That would have been in the -- I believe in 
farch, in the March meeting, in their office, when we 
discussed the marketing plan. 

Q An@ what @id he 
description? 

A He had received approval and we were permitte 
to announce it as -a public matter. 

Q Did he make any changes in the description 
that this exhibit contained of Mr. Fischbeck? 

A Yes, he cid. 

Q Did Mr. Fischbeck discuss with you other items 
contained in Exhibit 214 during those meetings? 

A In my presence he discussed the other items 
with Mr. Young of a technical nature, and particularly on 


the marketing and the economic or the present day costs of 
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the various items. 

Q Did Mr. Fischbeck at the meeting have a 
copy of Evhibit 214? 

A Yes. 

Q Did he review that copy with Mr. Young or 
with you? 

A In my presence, yes. 

Q And did he make criticisms or suggestions 
with respect to 214? 


A Yes, he did. 


' 
Q Now, Mr. Shippee, you said that you asked - 


Fischbeck if he would be willing Or Ph’:lips would be willing 
for him to be a vice presicent. At that time, Mr. 
Shippee, were you the sponsor of the project, the petro- 
chemical project? 

A Yes. 

Q What did you conccive of your role as being 
at that time? 

A I personally was the chairman the board. 

Q And as Prudential's role at that time? 

A Prudential Oil Corporation was the sponsor of 
the project. 


Q And Mr. Shippee, what did that mean? 


A It meant that we would carry the whole project 
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through the Import Quota application and thereafter join 
with sthers in getting the necessary corstruction money 
and the plant into operation. 

Q During this period in late '62 and early 


"63, were you reporting to the other members of the group 


“a Yes. 
MR. MacCRATE: Objection, your Honor. 
THE COURT: Sustained as to forn. 


out the answer. Other members of the group is too vacue. 


36S 


as to your activities on this project? 


Q Were you reporting to Mr. Young, Mr. Warburg, | 
Or other employees of Prudential? 

A tee. 

Q I show you a document which is marked 
Plaintiff's Exhibit 80, and which is dated 12/28/62, ané 
it is previously numerized 8 and P-543. It has two nu-bers 


’ 
and I ask if this is such a report? | 
A Yes. 


Q And did you prepare that ain ) 
course of your work on this project? 
A I did. 
MR. FARRELL: Your Honor, I offer this. 
MR. MacCRATE: Your Honor, objection. 


THE COURT: I will reserve. Hand it to 
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Clerk, please. 


Q Mr. Shippee, in the course of your work on 


the petrochemical project, did you prepare a proposed 
paragraph for a charter to be included i the corporation 
which would operate the facility? 

A Yes. 

Q And who worked with you in preparing this 
proposed paragraph? 

A Mr. Coan. 

Q Who else, if anyone? 

A Mr. Young. 

Q I show you Plaintiff's Exhibit 81, which is 
Gated 12/28/62 and the number is D-432DC, and ask if that-i 
copy of the proposed charter paragraph that you prepared? 

A It is. 

MR. FARRELL: Your Honor, I offer that. 

VOIR DIRE EXAMINATION 
BY NR. MacCRATEs 

Q Mr. Shippee, there is again handwriting on 
this document on the lefthand side. Do you know whose 
handwriting that is? 

THE COURT: Is the handwriting included in 


the offer, Mr. Farrell? 


Shippee-direct 
MR. FARRELL: Yes, I think it is. 
Yes, your Nonor, it is. 
THE COURT: All right. 
THE WITNESS: Are the initials 3.D.11.? I 
believe that would be Mr. Diaz Hernandez, 
Q Do you know the handwriting of Mr. Diaz 
Hernandez? 
A No, I do not. 
Q Was that handwriting on the document that 
Prepared at the time that you prepared it? 
A No, it was not. 
Q And you're not able to tell us whether or 
not that is Mr. Diaz Hernandez' writing? 
A a 


MR. MacCRATE: I would object to the 


You | 


admission of the Gocument with the handwriting, your Honor. 


MR. FARRELL: Your Honor -- 
BY MR. FARRELL: 
Q Did you deliver a copy of this to 
Hernandez? 
A Yes. 
MR. FARRELL: Your Honor, I offer 
document. 


THE COURT: I reserve on that and 
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argument. 

Q Where and when did you deliver that? 

A I would have delivered that to Mr. Diaz. 


Q When did you do it? 


In New York; probably in February, 1963. 


MR. PARRELL: Your Yonor, I offer it. 


THE COURT: I will hear argument on these mat-— 


ters in just a few minutes. 


10 MR. FARRELL: Your Honor, I would like to have 
the exhibit entered without the handwriting, at least, at 


this point, because I'd like to read it to the Suey. 


13 THE COURT: Is there an objection to Exhibit 


aw ohn me 


81 for identification with the handwriting eliminated? 


MR. MacCRATE: No. 


16 THE COURT: All right, Exhibit 81 will be 


received at present without the handwriting, and the Court 


admitted in evicence or not. 


(Exhibit P-8l was received in evidence a 


} 

18 will reserve decision as to whether the handwriting can be 
S | 

redacted.) 

(Mr. Farrell read to the jury from Exhibit 

P-81 in evidenc:.) 


THE COURT: At this time I will excuse the 


jury for luncheor recess. Will you please return at aes bs a 


Gteaiecd eas 

(Jury left the courtroom. } 

THE COURT: I think, gentlemen, discussion of 
Exhibit 81 for identification would be facilitated if 
someone would nee the handwriting, ee the Court is 
unable to puzzle out exactly what it says. 

MR. FARRELL: May I see it, your Honor? 
Maybe I can do that. 

MR. MARKS: It says, "Ivan, see me. Which 
charter is being submitted? We have seen" -- 

MR. FARRELL: "about." 

MR. MARKS: ~-"about six combinations," 


I think. I can't quite make out the number, there is 


| 
| 
| 


THE WITNESS: Ivan Irizarry was the New York 
EDA representative reporting to Mr. Diaz Hernandez. 

MR. MARKS: Mr. Diaz will be a witness so he 
can identify his own handwriting. 

THE COURT: If he will be a witness, there is 
no need to go into that at this time. 

I will hear you with respect to 83, 85, 
and 80 for identification. 

MR. FARRELL: Could I see them, your Honor? 

THE COURT: Off the record. 


(Discussion off the record.) 
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MR, FARRELL: Your Honor, do you want to hear 


me or Mr. MacCrate? I have offered the exhibits. 


THE COURT: All right. What is the objection; 


Mr. MacCrate? 

MR. MacCRATE: Your Honor, with respect to 
P-83, which is a copy of a letter from Mr. Shippee to Mr. 
Anderson, dated December 31, 1962, and has attached to it 
a document headed "Policy Guidelines Per Core Plant,” 
are statements made in this letter that purpo 
what has been done and what is going to be done 
terizes it in various ways, all by Mr. Shippee, 


respectfully submit that the document is com 


There is not one jot of evidence 
Mr. Anderson's receipt of this documen 
THE COURT: I have been told t 
trial, though there is no competent evid 
that effect, that they are prenared to 
through these matters, was also 
Phillips. Isn't that so? 
MR. MacCRATE: 
for Phillips at this time and place with respect to receiving 
a document? 


THE COURT: That's a question for the jury, 


skit Shippee-direct 
isn't it? 

MR. MacCRATE: I believe it is a guestion for 
the Court, your Honor, because -- 

TEH COURT: The fact of Anderson's agency, 
if it be so, and the Scope of his agency has not yet been 
shown to me. Perhaps you and Mr. Farrell are both well 
familiar with Anderson's place in this picture, but the 
Court is not. All I heard is what I have heard at pretrial | 


conferences and at the Opening statements of counsel here. 


Plaintiff's version of Anderson's role is, then I could Sud 
with respect to Exhibit 83. 

MARKS: I think I can do that. 

FARRELL: We can do that. 

MARKS: Because Mr. Keeler testified in 


Bartlesville when I took his deposition that Mr. Anderson 


If someone will tell me what Anderson's role or what the | 


was on a retainer from Phillips to bring to their attention | 
new projects and he so testified and we have o 
pages from his Geposition as a Proposed exhibit, so thac 
there is no question that he WaS an agent of Phillips to 
bring to their attention new projects and he testifica about! 
that. 

THE COURT: On December 31, 1962? 


MR. MARKS: From 1961 forward he had it. 
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MR. MacCRATE: Tnere is no testimony that 
establishes that he had any such relationship of bringing 


new projects as to Puerto Rico Phillips, and there is an 


with respect to Puerto Rico. He was ona legal retainer, 


express denial that he had any representation of Phillips | 


your Honor. The fees, the retainer fee each year was paid | 
to the law firm here in New York of Roberts & Hollanc, 


with which Mr. Anderson was associated. 


THE COURT: It is probably premature to rule 
but if the evidence actually shows what Mr. Marks just 
Stated to the Court I would be inclined to take it and 
let the jury ascertain whether this deteee constituted any 


kind of notice to Phillips or not. If jt really is so 


that during this period Anderson had an agency of that 


breadth I think it presents a jury question of fact whether 
this letter is notice to Phillips of the facts therein 
contained. 

MR. MacCRATE: Regardless of whether the letter 
ever was sent to anyone within the Phillips organization. 

THE COURT: You see M Ancerson may be within 
the Phillips organization. : is aot clear to 

MR. MacCRATE: There is no suggestion 
was anything other than a consultant and that he 
retained as an attorney -- 

MR. MARKS: Here it is on page 366 of 
testimony. 

(Excerpt read fron deposition.) 

THE COURT: Is Mr. Anderson alive? 

MR, FARRMLL: Yes, 

THE COURT: He is available to come forward and 
Say he never received the letter Or that he never imparted 


it to Phillips but on the present state of the record, until 
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that deposition material actually comes in before the jury, 
the only way I can receive 83 would be subject to connection 


and it is best not to do that if there is any dispute. 


MR. FARRELL: Your Nonor, rather than have a 


situation where the Gocument would be introduced piecemeal, 
I would request that we read in this section Mr. Keeler's 
deposition before the jury and therefore lay the foundation 
for that document if that would be required. 

Otherwise, I think the order of proof 
@ocuments will be introduced at a time when they wi 
much less meaning and connection with Mr. Shippee's 
testimony. 

to fegus of tac 

exhibit itself. All that tells me is that the writer of 
the letter has informed ie, Anderson as of that date of 
various activities, in which he has been engaged and the 
original was on the Beudontaas letterhead but nohody told 
us that. 

MR. FARRELL: 
the ordinary course of work on the project. 
that too. 

THE COURT: SO he told Mr. Anderson as of that 
Gate these are the things he has done and the things he is 


doing. That is really all it shows. 


MR. FARRELL: I think that is somcthing. 


MR. MacCRATE: But Mr. Shippe testified that Mr. 


Anderson was a member of their group. He is giving a 


report to someone who was a member of a group. 

THE COURT: He aiso had a very broad agency for 
Phillips according to Mr. Keeler's deposition. 

MR. FARRELL: There are policy guide lines 
which have some of the ideas in there that we are com- 
plaining about Phillips stealina. 

THE COURT: I will permit 83 to be received 
subject to connection. I will not have the testimony of 
this witness interrupted to read depositions. 

I will instruct the jury that unless it be 
shown that notice to Anderson was notice to Phillips, 
then the letter gives no notice to the defendant. % Wigt 
give a limiting instruction on that. 

As I say, Gnee the deposition is read in, I 
think it becomes a admissible and the defene@ant can rebut 
it by showing this is not the scope of Anderson's 
Or that Anderson never communicated it and had 
interest because he was also a memher of the P 
group. 

All right, what about No. 80? 


MR. MacCRATE: May I see the original of that? 
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It is-a report, your Honor, to Prudential Oil 
Corporation, E. M. Warburg Company and I assume it is the 
directors of Prudential Oil Corporation. ‘There is no 

. indication of any relation of anyone here to Phillips. 
| THE COURT: I think that is truc. 

What do you say about this one, Mr. Farrell? 

MR, FARRELL: That was prepared in the ordinary 
course of work on the project. I think it shows they 
were continuing to work on the project and I think it shows | 

the status of the project at that time. I don't think 
that this is hearsay. I think this is a proper business 


Gocument. 


TNE COURT: It possibly can be offered to show 


the scope or value of the services or something like that | 
| 


but as far as offering it for the truth of the facts therein 

stated, I wouldn't be inclined to take it. The man is 

here and he can use it to refresh his recollection and I 

think you must be careful, taking a lot of cumulative 

papers which might be regarded as improperly received here. 
This witness is here and he can tell you he 

wrote a report, how much time he put on it and where he 

went, who he saw and what he did. So I think for the 

moment I will sustain the objection to 80 but he may 


testify he made a report and how long he took doing it. 
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MR. FARRELL: Your Honor, I will question the 
witness. 

THE COURT: All right. He may be questioned 
and if he has forgotten it it is in the report and he may 
use the report to refresh his recollection. 

I believe also the same with respect to 85 for 
identification. I think the fact that he had dealings 
with Arthur D. Little is admissihle to show the scope of 
the work he undertook or the value of the services. 

But as far as the statements therein contained, einai seem 
to me to be of doubtful relevance in any event. 

MR. FARRELL: He is reporting -- 


Your Honor, the second paragraph reviews onec 


again the concept that Mr. Shippee at that time and his 


associates had conceived and were tryine to put into 
effect. 

This is evidence not only thev met with Arthur 
D. Little but Arthur D. Little on precisely that concept 
anc that concept was moving ahead and that it was beirs 
developed. 

THE COURT: No one denicd yet that he met with 
Arthur D. Little. If he is accused of a recent fabrication; 


in cross-examination in connection with his testimony 


concerning Arthur D. Little, then Fxhibit 85 will come in. 
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MR, FARRELL: That is not the point I am making. 
The point I am making is that at the mccting with Arthur 0D. 
Little we discussed the outline for the core feed stock, 
the public utilities. 


THE COURT: He just told us that, didn't he, under 


MR. FARRELL: That is correct. 
THE COURT: So this paper is at most cumulative. 
Nobody so far has questioned. If he is asked on cross- 


examination or it is intimated to this jury that he never 


&§ 
_ 


consulted Arthur D. Little and. he: is hein when he says so, 
then you can bring in. Exhibit 85 

But it is hearsay and 

Nobocy disputes it -- 

Do you dispute that he was meeting with Arthur D. 
Little? 

MR. MacCRATE: No, your Iflonor. 


THE COURT: He consulted them about this plan 


HR. MeECRATE: Yes, your Honor, There is no 
dispute about that. 
THE COURT: All right. 


I am sustaining as Exhibit 85 for identification 


with leave to renew if cross-cxamination makes it appropriatd. 


= 


MR. FARRELL: Very well, your Honor. 
THE COURT: AJl right. 
Recess ‘until 2.15. 


(Luncheon recess taken until 2.15 p.m.) 


AFTERNOON SESSION 


(Jury present.) 
NATHAN SHIPPEE, resumed. 
THE COURT: At this time I am sustaining the 
objection to Exhibits P-80 and P-85. 
As to Exhibit P-83, that is received subject to 
connection and I will now explain to the jury what I mean 
by that, | 
Fxhibit P-83 is a letter addressed to Mr. 
Anderson. Unless it shall later appear in the course of 
the trial that at the time the letter was sent to “r. 


Anderson, Mr. Anderson occupied 


that the scope of his agency or the nature it was such 
that the subject matter of the letter came within that scope, 


unless those two facts appear to the satisfaction 


| 
| 
the defendant, Phillips Petroleum Company, é@ fur ee 
: 
| 


jury, the letter may not be considered and the Court 
| 


may strike out the letter later on in 


Strike it out, you can't consider it. 
MR. PARRELL: Thank you, your Nonor. | 
THE COURT: P-83 is reccived subject to ae 
(Plaintiff's Exhibit 83 for identification wa 


received in evidence.) 
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THE COURT: You may continuc the examination 
of Mr. Shippec. | 

MR. FARRELL: Thank you, your Honor. 

I will now read Exhibit 83. 

THE COURT: That is the one I told the jury I 
received subject to connection. It is entitled to no 
weight in this trial unless it aoenees to your satisfaction 
that it relates to the matters with respect to which Mr. 
Anderson had an agency for the defendant 

(Plaintiff's Exhibit 83 in evidence was read 

to the jury.) 
DIRECT MINAT 1 (Continuee) 
BY MR, FARRELL: 

Q Mr. Shippee, turning your attention to December 
31, 1962, what was the status of the project? 

MR. MacCRATE: Objection, your 

THE COURT: To the form of the 

MR. HacCRATE: Yes. 

THE COURT: I will sustain the ebjcction. 

Q Mr. Shippee , turning your attention to December 
31, 1962, what was the status of the proposed petrochemical 
facility on which you and Prudential were working in 
ecember 1962? 


MR. MacCRATE: Same objection. 


| 


| 
4 
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THE COURT: Same ruling. It is too broad 


a guestion. Ask him rarticular facts about it if they aren't 
already in the record. 
Q Mr. Shippee, as of December 31 had you met with 


representatives of Phillips Petrolcum? 


nf fn ee” 


A Yes. 


| 
3 
% 
at 4 
§ 
oy 6 


Q Had you met with them in connection with their 
offer contained in Exhibit 69 to counsel you, to assist 
you in the design and construction of the proposed 
facility? 

A Yes. 


MR. MacCRATE: Objection, your Honor. 


THE COURT: It calle ONcL essen 


Suppose. I will sustain the objection and strike out 
the answer. 
Q Mr. Shippee, did you meet with then for the 


purpose of having them counseling and assisting you? 


MR. MacCRATE; I object to the purpose for which 


he met with Phillips at an undisclosed time an? an undic- 


closed place with undisclosed people. 


THLE COUR 


Ne 26 talking dghout a. mecting in New 


York prior to December 31, 1962 as I understand it. 


8 oR “ eh oe oe <= 


WwW MR. FARRFLL: That is correct. 


MR. 


MacCRATE: But this is not related to any 
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particular conversation and it is a statement of Mr. 


Shippee's intention, his state of mind. 

THE COURT: His intention may be of some rele- 
vance on some theory of this case and I will take it solely 
to show what his intention was, whether he believed he was 
meeting in furtherance of Exhibit 69. 

Q Go ahead, Mr. sistaeiete,' sree may answer the 
question. 

A At the time -- 

THE COURT: Wait a minute, the question really 
ought to call for a yes or no answer, not a speech. 

A Yes. 

Q At. the time thet you made your trip to Puerto 
Rico in November of 1962, did you taxe with you this 
letter, that is, Exhibit 69, and show it to the represent- 
atives of the EDA that you met with? 

A Yes. 

Q Turning your attcntion.still 
the end of December, 1962, what represen 
had you personally met with? 

A Mr. Fischbeck. 

What was his position? 
A He was a middle management, a manager. His 


duties pertained to foreign assignments and to refinery 
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assignments and to new devclopment. 

Q Thereafter in January did you personally meet 
with Phillips' personnel? 

A Yes. 

Q Now, can you tell us again who you met with and 


their positions? 


THE COURT: Didn't we have all that this morning? 


MR. FARRELL: Your Honor, we had some names this 
morning. I am trying to get them all in the record at 
once. 

THE COURT: I think we went through that. 

I don‘t think we have to have a repetition of the January 
1963 meeting at Phillins' o 


(Continued on next page.) 
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MR. FARRELL: Your Honor, I don't think -- 


THE COURT: If there is a name he left out, 


ask him if he met so and so. 
MR. FARRELL: I just want the positions. 
I think I left bile out. If he knows. 
THE COURT: All right. 
Q Can you give me tne names and the positions 
they held, to the extent that you knew them? 
A Yes. Mr. Waldby 
Q Do you know what Mr. Waldby's position was 
at that time? Waldby? We are talking about January -- 
MR. MACCRATE: Objection. This is leading 
the witness. | 
THE COURT: It may be leading the witness. 
I heard no testimony this morning about a meeting Mr. 
Waldby in January .'63. 
MR. MacCRATE: Mr, Waldby's name was included 
in the list, 
4UE COURT: Tt was? The jury's 


will control over anything I say or anvthin 
g b y g 


Let's move along. 
Q Can you tell me the names as you remember 


them and the positions they held? 


SOUTHITRN Diy 
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THE COURT: Is there any argument about 
whether these people worked for Phillipss? 
MR. FARRELL: Your Honor, I don't know. I 
want to establish for the record they diy 


THE COURT: He met people and he's given us 


their names, and he said they worked for Phillips, Let's 


go on. 


Q 


Mr. Shippee, griot to the recess, you told 


us that Mr. Fischbeck had agreed to become an officer 


the petrochemical complex, the corporation Operating it 


did you not? 


A Yes. 


Q And did you notify the people with whom vou 


Coan, Mr. Young, of that? 
A Yes. 
MR. since Much too general, your Honor. 
THE COURT: You want them one at a time? 
MR. FARRELC:.  i’ve listed them. I said 


Warburg-Prudential people, Coan and Young. 


THE COURT: That as not good, Prudential people. 


» 
« 


were working, that is, the Warburg-Prudential people, Mr 


Mr. Farrell, let's give people names. ‘The jury will remember 


.< 


who they work for. Prudential people could mean one of -- 


Q Mr. Willey? 
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Yes. 


3 Q Mr. Little? 
a 4 A Yes. 
5 


THE COURT: All right. 


6 Q Is that the notification? 
i A Yes. 
8 Q Did you prepare that in the course of your 


duties in working on this petrochemical complex? 


10 A I aid. 


MR. FARRELL: I offer this. 


MR. MacCRATE: Objection, your Honor. 


THE COURT: Sustained as cumulative. Th 


4 


witness already testified that he ; 


notified them o¢ this 


fact. It hasn't been disputed yet. If it is disputed 


Re A \epeennssaneenenete 


On cross €xamination, 


then you can bring the exhibit 


Lh i 
What is the number of it again? | 
MR. FARRELL: 93, your Honor. «| 
THE COURT: Al) right, 93 for lcgentificatcio 


Q Now, Mr. Shippec, Subsequent to January 19¢€7, 


did you hold further conversations with A Little £ Co,? 


A tes. 
Q Were they meetings or telephone conversations? 
A They were both. 


There was telephone conversa- 


/ 


tion and a meeting. 
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Q You testificd with respect to the meeting 
before the recess, did you not? 

A Yes. 

Q Thereafter you had telephone conversations? 

A Correct. 

Q In or about March 1963 did you receive a 
letter from Arthur Little? 

A Yes. 

Q I show you Plaintiff's Exhibit 94. ‘That is 
March 5, '63; previously marked D-28. Did you receive 


that letter from Arthur Little & Co. at or about that time? 


i] 
A Yes. | 
| 
‘ 


MR. FARRELL: Your Honor, J offer this letter 
MR. MacCRATE: No objection, your Honor. 

THE COURT: It will be received in evidence. 
(Exhibit P-94 was received in evidence.) 

MR. FARRELL: I will read this letter. 

(My. Farrell read to the jury 

P-94 in evidence.) 

Q During the months of March and April, Mr. 
Shippec, die you have further mectings.with representatives 
of Phillips? 

A y Gig. 


Q Can you tell us who they were? 
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A The mectings were in the Phillips office in 


downtown New York, and Mr. Page, Mr. Smith, Mr. Fischbeck. 
’ pe 


Q And those are all representative of Phillips | 


| 


that you mentioned? 
A Yes. 


Q Can you tell us about when these 


A There was a meeting in February. There was a 
meeting in March, towards the end Of March. 
Q Tell me about the one in February first. 


was there? 


* 


A Mr. Fischbeck, Mr. Smith, Mr. Page. I believe 
meeting or an earlier meetina. 
Anyone else? 


A Mr. Young and myself. 


re ee 


n 
. 


Q Can you tell us the substance of the Giscussio 


if you can remember tell us who said what -- where was that 


meeting, Phillips office? 


A Ae Phi liicse 


Q Tell us the substance now. 


A I requested additional 


technical basis for the application which Mr. Chapman was 
prepareing in Washington, and:Mr. Young and Mr. Pischbeck 


then discussed that in my presence. T requested help on 
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marketing information and Mr. Fischbeck volunteered that 
they would develop the marketing information and relate it 
to current day prices and bring it up to date. 

Q Did you report this to weg Anderson? 

A Yes. | 

Q Do you know if you reported it orally or 
in writing? 

A Orally, generat ly. We usually rode from 
New York to Connecticut in his car at night. 

Q I show you a copy of a letter marked P! 
Exhibit 95, and the date is March 6, 1963, prior number 
‘D-li, and I ask whether this is a copy of a letter that you 
wrote to Mr. dele on or about the date - - ears? 

A 2% Ass 

@MR. FARRELL: Your ‘donor, J offer this. 

MR. MacCRATE: Your Honor, the testimony has 
just beenwith respect to an oral conversation. There's 
been, I assume, no relation of this document to any oral 

vr 
conversation at this time. 

THE COURT: Would. you hand it.to the clerk, 
please? If it is an essential document, I will take it sub- 
ject to connection, depending on what the proof shows with 


respect to Anderson. If it is not necessary, I ask you not 


to burden me with it. 
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fut. FARRELL: It is essential, your Henor. 


THE COURT: All right, it is received subject) 


to connection. 

(Exhibit P-95 was received in evidence.) 

MR. FARRELL: I am going to read this, your 
Honor. 

THE COURT: All right. 

Members of the jury will recognize that this 
particular letter has been received Subject to connection. 
You may later in the case be asked to disregare it. you 
may be directed to disregard it if I strike it out. 

(Mr. Paresas. read to the jury from Exnib:+ 

P95 ne evidence.) 

Q Now, Mr. Shippee, at the meetings with Mr, 
Fischbeck that you attenced, was 
Proposed feedstock for the petrochemical plant? 

A Yes. 

MR. MacCRATE: Could we take thes 
meeting at a time? 

THE COURT: Yes. 

Q Can you tell us whether this was discussed at 
the meeting in February that you just testified about? 


A It was. 


Q And will you tell us the content of that 


q 


| 


| 


jklt 8 - S$hippee-direct 


discussion and who said what, 1i£ you remember. 


: A The questions had been raised by Mr. 
Chapman to me. 

Q Tell me who said what. 

A And I then laid out the questions that were 
needful for answers and principally it was relationship tc 
convincing the Oil Board on the issuing of the quota. The 
amount of gasoline was a major question and the amount of 
petrochemical feedstock is a sister question to it. And 
technically it was difficult -- 

THE COURT: Won't you just please say what 
you said to Mr. Fischbeck and what he said to you in this 
February meeting? 

A I told Mr. Fischbeck that we had to do 
something to have the specifications 
it might start out with petroleum produ ould be 
converted over to more than fifty percent of petrochenical 

and we had an. extensive discussion, 


between Hr. Younq and Mr. Fischbecs in this 


2 


got into two technical areas of which I was a listener but 


| 


’ 
t 


not a participant because it was cutside my technical know-: 


ledge, but in the one area they discussed bringing in 
Mmaphtha or light crude, and in another areca they discussed 


exporting some of the products so that we could undertake 


i 


2 


9 
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to the Import Board that a certain percentage of them 


would not be brought into the United States at all. 
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Q Now, the discussion of light petrolcum or 
naphtha, was that as a feed stock for the project that 
would be used in the product as a raw material? 

A Yes. 

Q Did Mr. Fischbeck respond to this? 

MR. MacCRATE: I object, your Honor. There 
is no indication that Mr. Fischbeck was not the one who 
originated it. 

THE COURT: We haven't heen told. We ought 
to get the substance of these conversations. 

Who first mentioned the question of naphtha? 

Q Who first mentioned naphtha to your best recol- 
Véetsen? 

A In the prior meeting? 

THE COURT: At this meeting. 

Mr. Young. 

What did Mr. Fischbeck say 1£ anything? 

MR. MacCRATE: What did Mr. Young say first. 

THE COURT: All #ieght, det*s try to 
an orderly fashion and get the substance anc not 
please. 

Q What did Mr. Young say? 

A Mr. Young said that the problem could be 


approached from two directions. One, on the basis of 
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naphtha and the other on the basis of an assurance that 


a certain percentage of the product would not be brought 
into America in any case. 

Q Did Mr. Young mention naphtha? 

A Yes, 

Q Did he suggest it as a feed stock? 

A He suggested that as one of the courses of 
solution to the problem. 

Q Did Mr. Fischbeck respond to this? 

A He did, 

Q What did he say? 

A He agreec it was a -- in that connection with the 
suggestion that some part would not be hrought into America 
at all that the question of the marketing plan caame up. 

Q Wait a second, the naphtha, Mr. Shigpee. 

What did Mr. Fisch 
proposal, 
MR, MacCRATE: Your Honor; again 
back onthe word agreed. 
THE COURT: I have to instruct 
that you may only testify as to the substance of 
tions, You may not testify as to your opinion of what 
somebody agreed to. Whether somebody agreed or not is 


& question for the jury to decide based on the conversation 


16 


17 


a 
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as related by you and as later related by anybody else 
who attcnded that meeting and who may testify. 

Please pay attention to the questions. Try to 
answer them as they are asked. Frame another question, 
Mr. Farrell. 

Q Mr. Shippee, what did Mr. Fischbeck respond to 
that proposal? 
A Mr. Fischbeck agreed with me -- 

THE COURT: No, listen to me -- 

A Mr. Fischbeck said that the concept of naphtha 
could be included. 

Q Did he say anything else? 

A He said that the foreign department would icok 
into the marketing of some of the product in South America. 

Q Do you recall or can you tell us whether you had 
a subsequent meeting with Mr. Fischheck, the next meeting 


after this one you just testified to? 


A Yes. 
Q Can you tell us where that weas? 
A That was in the offices of Phillips in lower 


Manhattan . 
0 When was that? 
A That was in March of 1963. 


Can you tcll us who was there? 
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A Mr. Young besides myself, Mr. Smith, Mr. 
Mr. Fischbeck, 

Q Can you tell us the subjects that were discussed? 
Tell us if you can who said what and the subjects of their 
discussion. 

A I said that the application was nearing its 
final form and that we must have it reacy for presentation 
before the end of May. I said that Mr. Chapman urged 
us to get the marketing plan in greater detail into the 
application as it now stood. 

I also asked for help in bringing the economics 
up to date. 

Mr. Fischbeck told me that they would bring the 
eccenomics up to date, they would get a marketing plan pull @ 
together to add into the application and that it would be 
ready for the end of May. 

Q I show you an exhibit that has heen marked as 
Plaintiff's Rxhibit 98 for identification. 

MR. FARRELL: The date, your Honor, is March 19, 
1963 and the previous number is Plaintiff 166. 

Q Is this a letter and an enclosure that you 
wrote to Mr. Fischbeck shortly before the meeting that you 
just described? 


MR. Mac CRATE: I object to the form of that 


SOUTHERN DIDERICT COURT & 
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question, 

THE court: Is this a letter he wrote to Mr. 
Fischheck? Everyhody secms to admit it. 

Any objection to the document? 

Yes, it is. 

MR. FARRELL: I offer this document. 

THE COURT: “x Beas He. Parrell, if something 
is listed on page 74 of the pretrial order as a letter from 
Shippee to Fischbeck you have a richt to assume that is 
what it is. Just tell your adversary I am offering 
Exhibit 98: If he wants a greater foundation you can 
question the witness. 


MR. FARRELL: was Coing it more formally. 


COURT: Don‘t do “it formally when it consumes 


Any objection to 98? 

MR. MacCRATE: Your Honor, there is an objection. 
There is handwriting on the document. 

THE COURT: Ad? riche, 
.Of the offer? 

MR. FARRELL: That was produced ty PRidiip 
That is their handwriting. 

THE COURT: The handwriting on my copy is 


illegible. I read page and a question mark but the rest 
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is illegible. I am prepared to exclude the handwriting. 
VOIR DIRE EXAMINATION 
BY MR. MacCRATE: 

Q Mr. Shippee, was the second Page which is 
part of Exhibit 98 attached to your letter when it was sent 
by you? 

A Yes, it was. 

Q Whose handwriting is that? 

A That is mine. 

Q Was this prepared on or ahout the time of 
letter, March 19, 1963? 

A I believe it was. 


MR. MacCRATE: I withdraw my objection, your 


THE COURT: All right, 98 is received, 
(Plaintiff's Exhibit 98 
received in evidence.) 
MR. FARRELL: 
your Honor. 
(Plaintitét's Exhibit 98 in evidence was read 
to the jury.) 
MR. FARRELL: Mr. MacCrate, I plan to offer. 
Plaintiff's Exhibit 100, a letter of Shippee to Chapm an 


Gate 3/29/63, previously P-198, 
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MR. McCRATE: Objection, your NWonor, no connec- 
tion to the defendant Philliips., . 

MR. FARRELL: A ce went to Mr. Anderson. 

THE COURT: I will take it subject. to nese 
Gepending on the evidence concerning Anderson and as to 
whether it can be ascertained whether a carbon copy went 
in fact to Mr. Anderson. 

(Plaintiff's Exhibit 100 was received in 

evidence.) 
BY MR. FARRELL: 

Q Did you mail a carbon copy of this letter to 
Hr. Anderson, mail or deliver? 

A Yes. 

MR. FARRELL: I am going to read the 
your Honor, 

THE COURT: All right. 

(Plaintiff's Exhibit 100 in evidence 

to the jury.) 

MR. FARRELL: Mey t I intend 
Plaintiff's Exhibit 99 which is a momo to Fischbeck 42 
Mareh 28, 1963, 

MR. MacCRATE: No objection. 

THE COURT: Rececived. 


(Plaintiff's Exhibit 99 for identification 


‘ 
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W32S received in evidence.) 


(Plaintiff's Exhibit 99 in evidence was read 


to the jury.) 


Q Mr. Shippee, in the last discussion with Mr. 
Fischbeck was there a discussien concerning who or what 
corporation would apply for the import quota? 

A Nec this time or a later time? 


Q Well, I am calling your attention -- we are in 


‘ < La atth 
March of 1963. This memorandum was March and your letter! 


was March of 1963. 
A Yes. 
MR. MacCRATE: May we have a specif} 


your Honor, and, please, if the witness will 


to the particular meeting about which he has been cques<ioneg. 
bo 


SHE COURT: | Yee, I think it should be. 
A March 27, approximatell9é3. 
Q At the time of the meeting in 
just testified about with Mr. Fischbeck, 


apply fer the oil impo 


Yes. 


Can you tcll me the substance of that @iscussion? 


Where was the meeting, at Phillips' office? 


Yes, it was Phillips, office, lower New York, 
Who was there besides you and Mr. Fischbeck? 
Mr. Young, Me. Page, Mr. Smith. 


SOUTHLEN OINTRICT COURT REPORTERS. U tp 
a 2" m a a * Ki e! a 
¥ 8 4 


nh Asie ae 


{ 


jkit 1 Shippee-direcct 265 


Q What discussion was there concerning the 
application for the import quota? 

A I told the group -- I was:addressing myself 
to Mr. Fischbeck -- that the import quota regulations 
required that the oil company with a history cf importing 
oil must sign the application. 

Q And did you say anything more? 

A This would require identification by Phillips 


of where the crude was coming from. We needed a sample of 


documents on that basis. 


it, and they should be prepared to execute the necessary 


Q Did the application have to be made in 
Phillips' pore 
A For the import quota, yes. 
THE COURT: Oid you tell Mr. 
THE: WITNESS: I did. 
What did Mr. Fischbeck say to that? 
Tt wos accented. He aidn’'t =~ 
Just tell me what he said. 
_ THE Court: Yes, IT have to sustaine the objecc- 
tion and I will strike out the conclusion of the witness. 
A Mr. Fischbeck said that he would get us the 
oil samples, and that he would look into the matters that 


we had requested. 
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Q Including the application? 


A Including signing the application for the 


Gf oi), 


Q From whom had you received -- before this 


meeting, from whom had you received the information that. 


someone at Phillips or someone like Phillips would be 
required to file the application? 


MR. MacCRATE: Objection, your Honor. 


THE COURT: lL think the witress has aire 


said that it was in the regulations of the Department 
the Interior, has he not? 
MR. FARRELL: ‘ He didn't read 
I want to know who. 
THE WITNESS: Secretary Chapman. 
THE COURT: Well, don't voluntc 
I can rule, Mr. Shippee. 
MR. MacCRATE: Counsel is testi 
THE COURT: 
information from somebouy. | may answe 
MR. FARRELL: That's right. 
Who advised -- 
Secretary Chapman. 
And did he talk directly to you on that 


subject. 


~ 
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A Directly to me. It was one of the items I 


had to take up. 

Q And you spoke to Mr. Chapman on that subject? | 

A i Gic. 

Q Now, after the meeting about which you have 
testified, did you receive any marketing information from 
Mr. Fischbeck? 

A No. 

MR. FARRELL: 
Exhibit, Plaintitt*s Exhibit J01, which is a. letter of 
April 3, 1963, prior number .P-170; Shippee to Fischbdect. 
MR. MacCRATEc: No objection, yvour Honor. 
THE COURT: . It will. be received. 
(Exhibit P-101 was received in evidence. 

Q Mr. Shippee, I wan : my aADOUE Ex by 

101. In the bottom of the second paragraph it says: 
“Attached is a copy of the letter." 
Can you tell tre wh 
letter that rcefters to? 

A That letter refers to 
Mr. Chapman. 

Q Is that the exhibit that has already been 
introduced as Exhibit 100? 


A It is. 
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MR. FARRELL: Your Honor, I am going to offer 
4 a 


at this time Plaintiff's 102 which is dated April 9, 1963, 


and it is prior number P-16. 


MR. MacCRATE: No objection, your Honor. 


THE COURT: Received in evidence. 
(Exhibit P-102 was received in evidence.) 
MR. FARRELL: I am going to read Exhibit 101. 
THE COURT: Have we established -- oh, 101 
you're going to read? 
MR. FARRELL: Thaie xs 
THE COURT: Go ahead. 
(Me. Parrell read to the jury from Exhibit 
P-10] in evidence.) 
MR. FARRELL: Now: I will 
(Mr. Farrel] read to the 
P-102 in evidence.) 
MR. FARRELL: Mr. HacCrate, 1 
otter Plaintiftt’s 103, Gated April 10, yo 
previously 
MAaCCRATE:, No ebjcets 
BV COCR?) (ROSIE OR Tin ee Peete oe. 
(Exhibit P-103 was received in evidence.} 
MR. FARRELL: This is a letter or a memorandun 


by Mr. Page of Phillips. 
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(Mr. Farrell. read to the jury from Exhibit 


P-103 in evidence.) 

Q Mr. Shippee, were you advised that Prudential 
was not interested in going further until you had receivec 
a quota? 

THE COURT: I think you mean Phillips. 

MR. FARRELL: I'm sorry. 

Phillips. |. 

At the end of April, not at that tine. 

THE COURT: Can't you just answer <-- ali 
right, at the end of April he was advised. 

Q Did you hear this from -- from whom dic vou 
‘hear it? 

A From Mr. Fischbeck. 

HR, FARRELL: Mr. MacCrate, I will offer 
Plaintifl's Exhibit 105; which is a letter, +/11/63, 
?~201. 

MR. MacCRATE: 
connection with Phillips. 

THE COURT: I Will reserve 
the recess and rule on its admissibility 

MR. FARRELL: Thank you, your loner. 

Mr. MacCrate, I now offer Plaintiff's 


106... The prior number is 471, 171 == it’s. been marked 
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several times, and the date is 4/22/63. 


MR. MacCRATE: No objection. 

THE COURT: Received in evidence. 

(Exhibit P-106 was receivec in evidence.) 

MR. FARRELL: I am going to read that exhibits, 
your Honor. h 
On the top of the exhibit, attached to it, is 
a handwritten note from Larry to Dick. 

(Mr. Farrell read to the jury from Exhibit 

P-106 in evidence.) 

MR. MacCRATE: I believe Hr. 
is a date at the top, 4/22? 

MR. FARROLIV¢ will accept y 
Mr. MacCrate. I can't see it on my copy. 


MR. MacCRATE: 


the date 
NOt appear on my cocy. 
MR. MacChatTc: 
ere Wr h ei 
MER SPANRELC Es Noy) EL 
I will stand on. that. 
The attached letter from Mr. Shippee to Mr. 


Fischbeck, on the letterhead of Prudential Oil Corporation, 
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April 22, 1963. 


(Mr. Farrell read to the jury from Exhibit 


P-196 in evidence to the jury.) . 

MR. FARRELL: May I see the exhibit on which 
you are reserving decision, your Honor? 

THE COURT:, 105? 

MR. FARRELL: Ye 

THE COURT: ink at this time I will excuse’ 
the jury for a recess. The jurors may withdraw to the 
jury room and have a ten-minute recess. 

As soon as the jury leaves, I will talk with 
you about that. 

(Jury Jeft the courtroonm.} 

THE COURT: What is the basis 
bility of Exhibit 105? 

MR. FARRELL: TOur Honor, I have two, 

First, this letter was -- I will elicit 
testimony but 
is the letter ferred in 120) whieh went. €c 

MR. MacCRATE: (How do we know that 

MR. FARRELL: He‘ s “joing: to testi t 

THE COURT: Let me have 196, please. 

MR. FARRELL: Secondly -- 


THE COURT: Wait just a moment now. Don't 
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lose me on this. 

MR. FARRELL: Okay. 

THE COURT: Well, if he can testify to that, 
that would probably give it an adequate foundation to 
obviate the hearsa’: objection, would it not? 
this letter, 105 is from Mr. Chapman's secretary to i 
Shippee, and she purports to report in that letter upon 
how Mr. Chapman feels about something. Now, that is the 
rankest sort of hearsay. 

THE COURT: 
truth thereof I would of course agree. 

MR. FARRELL: This is offered to show that 


Prudential and Mr. Shippee and he thought Phillips were 


MR. MacCRATE: I don't believe, your Honor ; 
| 
| 
| 
| 
| 


continuing to work on the Project. And that Fischbec:: got 
that letter. 

SHE COURT: : page of 
Exhibit 106 is certainly 
Shown by competent Lestinony that 
marked Exhibit 105 for identification 
of it was enclosed with the second Page 106 and sent to 
Fischbeck, I would take 105 as amplifying and making more 


complete and understandable the second page of Exhibit 106, 


and I would give Mr. Farrell an oppertunity to 


BijpeD 4% ; tf? 
DIRE RE 8 { 4 
PrN / 


/ 


<2, 
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that fact if it can be elicited from this witness, if he 
knows what he enclosed with his April 22, 1963 letter to Mr 
Fischbeck, which.is page 2 of 106. : | 

MR. MacCRATE: The difficulty, as I see it, 
your Honor, is that there is a double hearsay aspect in 


that the secretary is reporting upon something, and it 


eee ee ene eee oo a ee mermeacammceacee & ~ 


does seem to me that it's being offered for the truth of the 
matter that she asserts there from what Mr. Farreil acvises. 


THE COURT: TT. Gon’ ®. think tt.4286 (1 @hink2t 


is offered to shew that as of April 22, 


Co meee en A A TS LE A LET, © F ae 


Shippee believed that Mr. Fischbeck was 


t 
{ 
' 


cess of completing a report. 

evidence to the effect that M Fischbeck ] Phiilicos Sec 
decided they weren't going to complete any report at all 
They were just going to wait to see 22 Prudent 


its own quota. 


TE that is truc, that may be, relevant to the 


Aly 2tehe, we wilt be in focess 
five minutes. 
MR. FARRELL: Thank you, your Uon 


(Recess.) 
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1 x 
‘ Q Mr. Shippee, I show you Plaintiff's Exhibit 
3 105 and ask if that is a copy of the Seuttue ahlat you sent i 
4 to Be. Fischbeck with your letter of foril 22, Chat is 
5 .the second page of Exhibit 106? 
6 A It is. 

| 7 | MR. FARRELL: I renew my offer. 
8 MR. MacCRATE: I renew my objection, ycur Honor. 


THE COURT: I will admit it into evidence 


simply for the purpose cf showing that it was sent ane not 


erence 


for the truth of any of the statements therein contained. 
(Plaintiff's Exhibit 105 for identification wes 
camebwae in evidence.) 
MR. FARRELL: Your Fonor, I will read 105. 


(Plaintiff's Exhibit 195 in evidence was read 


to the jury.) 
17 MR. FARRELL: Mr. MacCrate, I will offer new 
18 Plaintiff's Fxhibit 107 which is dated April 29, 1963 


and the prior marking was Plaintiff's Exhibit 1§ 


20 MR. MacCRATF: No objection. 


THE COURT: Received'in evidence. 


ge cee A TL LE CECE D LLL LLL LOL LAL AL a 


(Plaintiff's Exhibit 107 for identification 


was received in evidence.) 


MR. FARRELL: I will read Plaintiff's Exhibit 


2 


107, your Honor. 
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(Plaintiff's Exhibit 107 in evidence was read 


to the jury.) 
Q Mr. Shippee, was this letter or the phone call 
‘referred to in this letter -- withdrawn. 
Did you receive a phone call from Mr. Page prior 
to receiving this letter? 
A Yes. 
What did Mr. Page say to you? 

A Phat Mr. Fischbeck was out of the country and 
would be due back shortly. 

Q Did he say anything else? 

A Not that I recall. 

Q | Did he tell you Phillips was not going to go 
ahead with the project? 

A No. 

Q Was this letter the first time that you knew that 
Phillips at that time had decided not to go ahead with the 
project? \ 

A I didn't understand that. 

MR. MacCRATE: Objection, your Honor. 
THE COURT: Overruled. 
MR. MacCRATE: As to his understanding. 
: KOURT: He _— that he didn't understand 


they weren't to go ahead with the project. . | Swe ke Lee 
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the answer stand. He never understood that, apparently. 
Reframe the question. 

Q Was this the first notice that you 
Phillips would not go ahead with the markeint 

A With the marketing report, exactly, but only 
that. 

Q Was this the first notice you had that at that 
time they would wait for Prudential to obtain a quota? 

A 

Q Prior to that time had you been working with 
Phillips with the objective of obtaining a quota? 

MR. MacCRATE: Objection, your HNonor. 

THE COURT: That does call for a conclusion, 
doesn't it? And we heard a lot about what he was csoing 
with Phillips. 

Q Was it your understanding you were working jointly 
with Phillips to obtain a quota? 
A Yes. 

THE COURT: All right, iet's go forward. 

MR FPARRELL: Your, Honor == 

THE COURT: Ask the next question. 

Q At that time, Mr. Shippee, did you discuss ‘this 
letter or the content of this letter with the employces of 


Prudential or with tr. Chapman or Mr. Conn or Mr. Anderson? 
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MR. MacCRATE: Can we break that down? 
THE COURT: Yes. 
Q Did you discuss it with other employees of 
Prudential? 
THE COURT: Exhibit 107? 
MR. FARRELL: Yes. 
A I discussed it with officers of Prudential Oil 
Corporation and discussed it with Mr. Anderson. 
cussed it with Mr. Young and also discussed it with Mr. 
Fischbecki 
Q Can you tell us the content of 
with Mr. Fischbeck? 
A ) Yes. 
Was that a meeting or over the telephone? 
A Initially it was over the telephone. 
lzter meeting. 
re) When @id the telephone conversation take place? 
A The same day. 


r@) Can you tell me what you said to him and what 


he said to you? 


A Mr. Fischbeck told me that he was sending the 
letter and told me what it was saying. 
I asked him what that amounted to and he said 


simply they could not complete a marketing report until 


ars Shippee - direct 
they knew they had a quota. It was unrealistic. 
I asked him what else was involved and he said nothing. 
I asked him would they complete the preparation 


‘of the application itself and he said yes, they would pring 


{t and send it to us. 


Q Did you discuss the letter with Mr. Chapman at 
or about that time? 
A Yes, I believe it was the following day. 
Q Can you tell us the contents of that discussion? 
Was that over the telephone or face-to-face? 
A Over the telephone. 
MR, MacCRATE: I am ing to object to the 
contents of that conversation. 
THE COURT: At this I will sustain that 
objection. 
He may testify he had discussions with Mr. 
Chapman and give the date but the substance of the dis- 
cussion I will sustain the ebjec-tion. 
“MR. FARRELL: Your Nonor =~ all 
come back to that if T have to. 
THE COURT: All right. 
Did you have a discussion with Mr. Chapman, then? 
I did. 


Over the telephone? 


Shippee ~- direct 
Yes. 


Was it concerning the contents of the letter, 


Correct. 


MR. FARRELL: Mr. MacCrate, I am going to offer 


Plaintiff's Fxhibit 108 which is a letter of 4/29/63 and 


the old number is P-30. 

MR. MacCRATE: I have the same objection 
your Honor. 

THE COURT: I will make the same ruling with 
respect to the viietietian concerning Nr. Anderson and take 
subject to connection. 

(Plaintiff's Exhibit 108 for identification 

was received in evidence.) 

MR. FARRELL: I will read Exhibi 

(Plaintiff's Fxhibit 108 in 

to the jury.) 


(Continued on next page.) 
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Q Now, Mr. Shippee, thereafter did you receive 


from Phillips reproductions of the brochure which was 


previously received in evidence as Plaintiff£'s Exhibit 214? 


A Yes. 
Q Now I show you Plaintiff's Exhibit 215, and 
the prior number is D-33, date, June 1963 -- 
MR. FARRELL: Your Wonor, there is a speciai 
section at the end for all the brochures. 
THE COURT: Yes, I understand. 
Q and ask whether this is one of the copies 3} 
received back from Phillips? 
A tt. is. 
MR. FARRELL: Your Honor, 
VOIR DIRE EXAMINATION 
BY MR. MacCRATE: 
Q When the Gocument was received, 
received, Mr. Shippee; by you personally? 
A It was received By my office. 
.@) Do you know how it came into your office? 
By messenger. 


Was it in this brown notebook in which it is 


No. 


This is a looseleaf notebook, is it not? 
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Yes. 

Q Were there tab markings .n the dividers that 
are spread through the notebook today week pave just 
“empty spaces without any notation in them at this time? 

A We supplied those subsequently. 

Q Were the dividers in the material you received 
from Phillips or not? 

A No. 

Q Now, is it your testimony that every page thet 
is in this looseleaf notebook today was received fron 
Phillips and that there have been no additions to it and 
nothing taken out of what you received from Phillips? 

a I believe so. 

Q Was there a binder of some kind on the docurent 
at that time? 

A No, there were sheets of each page, and we 
had to then collate them, put in the divider pages and 
the tabs in the divider pases and put them in a looselca 
book. 

Q Would your testimony be the same \ 


the last page of the document which is a foldout sheet 


bearing the title Universal Oil Products Company? 


A I believe so. 


Q And it is your testimony that this document 
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dated April 17, 1962, was reproduced by Phillips for you 
an 29637 

A Is believe so. 

Q Do you know who assembled the volume wh rch we 
see today as P-215? 

A By personnel of Prudential Oil Corporation at 
the time. I don't know particularly who. 

Q When was it put into the brown notebook? 

A In early May, 1963. 

Q And since that time this document -- since early 


May of 1963 -- has been in this looseleaf notebook, in the 


possessicn of yourself? 


A Of Prudential Oil Corporation, yes. 

Q Well, there have been different Prudential Oil 
Corporations and you are saying that in your law offices 
it was kept at all times? 

A Yes. 

MR. MacCRATE: I have no further questions. 
BY MR. FARRELL: 

Q Mr. Shippee, I would like to clarify. This was 
produced by Prudential subsequent to the start of this 
lawsuit? 

A Correct. 


Q And thereafter it was in possession of your 
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counsel? 
A Correct. 
THE COURT: Was the offer to be deemed to 
exclude the cover? 
MR. FARRELL: No, it is not, because he testified 


he put it in the cover contemporaneously. 


THE COURT: It is clear to the jury that Phillips 


had nothing to do with the cover. 
MR. FARRELL: Yes. 
THE COURT: I will accept in evidence with that 
understanding. 
ai (Exhibit P-215 was received in evidence.) 
Q Mr. Shippee, how many copies were reproduce? 
of that last exhibit, 215, by Phillips? 
A As I recall it thers were 50 copies made. 
Q And you received it? 
A No, as I recall we received one-half or 25. 
Do you one what happened to the other 25? 
Ho, I Gon’t. 
MR. MacCRATE: Your Honor,! think there is a 
lack of clarity on the record. The witness has testified 
that uncollated shects of paper were delivered. These -*° 


were not deliverea as copies of any document. 


THE COURT: Well, they are uncollated sheets of 


~ 
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printed material and whether you tant to call them copies 
or not is a matter for the jury. 
As I understand it, he is now saying he got 25 
‘copies of each page, delivered to Prudential. 
Is that right? 
THE WITNESS: That's correct. 
THE COURT: How do you know there were 50? 
THE WITNESS: They told me -- 
THE COURT: Who is "they"? 
THE WITNESS: Mr. Holland. Originally 
Mr. Holland for ten copies. | 
Q Mr. who? 
A | Mr. Holland of Phillips Petroleum. 
charge of these corperate services, and he then told 
he had made 50 an@ how many @id 7% want, an2 I said, 
me 25 and hold 25," and he sent me 25, including he 
returned the original book from which he had made these. 
THE COURT: All 
Q That is Exhibit 
earlier? 
A Yes, it is. 
Q Thereafter, Mr. Shippee, did you or someone at 
the Prudential collate these sheets and put them in covers 


such as the cover now on ~Exhibit 215? 
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THD COURT: We have had all that, I am sure. 


Yes, we did. 


MR. FARRELL: They are diffent colors, your 


‘Honor, and it is going to be clear -~ believe me, I know -- 
THE COURT: Okay. He put them in 25 different 
. covers. 
You put them in aifferent covers? 
Yes. 
Did they have different colors? 
They did. 
What were the colors? 
Brown and rcd. 
Any blue? 


Yes, there were blue. 


MR. FARRELL: Wow I am coing to offer Plaintiff's | 


Exhibit 112, which'is a letter dated May 29, 
number D-78. 
MR. MacCRATE: Objection, your Honor 
irrelevant. 
THE COURT: Nand a copy to the Clerk, please. 
Well, I will take it subject to connection. 
I don't think we need the letter. Can't this witness 
tell us what he did with the dibs of the report? 


MR, FARRELL: Well, your Honor, I thought it 
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would be easier to take the letter. 

THE COURT: It isn't, because the letter may 
subject to hearsay objections, although such objections 
were not raised. 

Let him tell us what they did with the book. 

Q What did you do with the book, Mr. Shippee:? 

A We collated them, put them in the looseleaf. 
We then distributed them. We sent three of them to 
Washingon, to Mr. Oscar Chapman. We gave one to Mr. 
Young, one to Mr. Anderson, one to Mr. Little, one to 
Wright, one to Mr. Willey. We gave one to Warbuag 


one to Kuhn Loeb. 


We gave one to Mr. 

I show you -- 

MR. MacCRATE: Has the witness 
answer? He keeps adding and tr. Farrel 
rupting. 

TIE COURT: I didn't really think M 
interrupting. 

Have you finished the names of the people you 
gave the copies to? 

TUE WITNESS: I have. 


THE COURT? ALL. right. 
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Q Mr. Shippee, in the copies you gave to MY. 


Chapman did you include copies of Plaintiff's Exhibit 211 
which is identified 211, which I now show you? 
A Yes. 
MR. FARRELL: Your Honor, I offer this. 
VO.R DIRE errs 
BY MR. MacCRATE: 
Q How physically, Mr. Shippee, was 211 ineluded 
in these volumes that you are speaking about? 
A Separately. 
Q It was separate? 
A Yes. 
This was not in the looseleaf binders? 
No. 
THE COURT: at ll, D-81 under the old 
numbering? 
MR. FARRELL: 211? Yes, it is, your Honor, 
I’m SOETyY. 
THE COURT: Thank you. 
This is a document datecc 
From whom did you obtain this? 
Mr. Coan. 


And how many copies did you obtain from Mr. 
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A Z don't recall. 

Q Did you send a copy of this to each of the 
individuals whose names you have just referred to as 
receiving copies of P-215? 

A No. 

Q To which cf. those people did you send copies 
of this? 

A Only to Mr. Chapman. 

MR. MacCRATE: I have no objection, your Honor. 
THE COURT: It will be received in evidence. | 
exhibit P-211 was received in evidence.) 
BY MR. FARRELL: 
Q ° Now, Mr. Shippee, I show you a document -- 
MR. FARRELL: Forgive me, your Honor. 
has not been pre-marked. 
THE COURT: All right. Give it a number. 
MR. FARRELL: 223. 
THE COURT: Is it in the pretrial 
document? 
MR. FARRELL: No, your Honor, it is not. 
We senttesked this document... Nowever, we wrote a letter 
to Mr. MacCrate that we were going to introduce this. . 
(Exhibit P-223 was marked for identification.) 


THE COURT: Why don't you hold that one in 
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abeyance and we will talk about that after I excude the 
jury. 


Let's finish up what we can do here. At the end 


‘of the day I will take it up. 


Hand it te the Clerk, please. 
BY MR. FARRELL: ) 

Q Mr. Shippee, subsequent to your distribution of 
the brochures which you have referred to were you telephoned 
by anyone at Kuhn Loeb? 

A Yes. 

Q Did you have a discussion with them concerning 
the brochure? 

MR. MacCRATE: Who is the person, please? 
Q Yes, who was it? 
A Mr. Shea of Kuhn Loeb, and also tr. 
E.M. Warburg. 
MR. FARRELL: Now, Mr. MacCrate, I will offer 
Plaintiff's Exhibit 111, previously 44-J. 
MR. MacCRATE: Objection. 
Philiips. 
MR. FARRELL: Your Honor, this is not offered 
as I have explained, there are two or three phases of this 


case I am trying to prove. 


THE COURT: I will take it up with yor during 
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the next recess. 
Who is Don therein named, if you don't mind? 
MR. FARRELL: Blinken, Donald Blinken at 
erie. 


THE COURT: All right. 


MR. FARRELL: Mr. MacCrate, I am now going 


offer Plaintiff's Exhibit 116, which is dated 6/6/63, 
it is Defendant's Exhibit 44-K-1. 

MR. MacCRATE: Objection. No connection 
PRiliips. 

THE COURT: I will reserve on 

Q : Mr. Shippee, what did you xt on the project 
after you received the letter from Mr. Fischbecx which was 
just introduced into evidence? 

A We proceeced to complete the application and put 
it in presentation form and send it to Washingten for 
filing through Secretary Chapman. 

Q And that's nutting the material in the books and 
‘that. sort of thing? 

A Correct. 


(Continued on next page.) 
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Q Now, dia you hold any discussions with Mr. 
Anderson, with Mr. Chapman or with Hr. Conn or the officers 
ee Prudential about your next step? | 
A Yes. 
MR. MacCRATE: Could we have that -~ 
THE COURT: That will have to be taken separately. 
Q Tell me the discussions you had with the 
officers of Prudential? 
MR. MacCRATE: Could we have those identified? 
Q Identify them as you answer? 
A The middle of May when this presen 
sent to Washington ~~ 


MR. MacCRATE: If this is the content 


discussion I object to it, your Honor. 


THE COURT: I don't think it is responsive *o 
any question as to what I understand you said so far. 


Q Did you have discussions with the officers of 
Prudential? 
A Yes. 
Q As to your next step? 
Yes, we did 
What did you say? 


MR. MacCRATE: With whom? 


I discussed with Mr. Young 
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THE COURT: Wait a minute now. Let counsel 
frame the question. The question apparently was 
objected to as being insufficiently precise: “The names 
should be listed. 

MR, FARRELL: I thought the answer would elicit 
then. 

With whom? 

Mr. Young and Mr. Willey. 

What was the content of those discussions? 

MR. MacCRATE: Objection, your Honor. 


THE COURT: Sustained. I will permit hin 


tell when they tcok place and how lona a period of time 


ree 
Q When did they take place? 
A In mid-May on the say day that we saileé the 
presentation to Secretary Chapman in Washington. 
Q These discussions, did they refer to the 
proposed petrochemical project? 
MR. MacCRATE: Objection. 
THE COURT: I assume that has already been 
answered. I will allow him to answer yes or no. 
A Yes. 
0 Did any of the dtecucviane concern Phillips 


Petrolcum? 
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Yes. 
MR. MacCRA'"E: Objection, your Honor. 
THE courT: I will allow that ‘answer to stand 
pit I will not take the sustance of the discussion at this 


time. 


You may tell how long a period of time they 


occupied. 
Q How long did these discussions take? 
A From lunch through to the end of the day. 
Q Did you discuss with Mr. Anderson the project 
at about that time? 
A: That evening. 
Q ° Mid-May? 
A The same day, that evening, on the way home. 
Q I am sorry to interrupt you, the discussion 
in June. Go ahead. 
MR. MacCRATE: That is not the testimony so lI 
object to the form of the question. 
THE COURT: Please reframe it so it is clear. 
0 Mr. Shippee, did you have discussions, -- 
talking about the receipt of the letter from -- this is 
in May, yes. After the receipt of the letter from M.r 
Fischbeck did you have discussions with Mr. Anderson? 


THE COURT: Besides the letter to tir. Anderson 


ars . Shippee - direct 
we have already taken? 

Perhaps I should excuse the jury for the day. 

Members of the jury, we will resume at 10 o'clock 
tomorrow morning and you may withdraw €rom the courtroom. 

(Jury left the courtroom.) 

THE CQURT: May we take up these Exhibits 111 
and 116 at this time? 

MR. FARRELL: Yes, your Honor. 

What is the basis by which I coulda admit either 
or both of them? 

MR. FARRELL: These are exhibits which eetab)ish 
work which Mr. Shippee and Prudential were acing on the 
project. 

THE COURT: He can tell us what he did, can't ne? 

MR. FARRELL: Yes, but he also has correspondence 
Y can show the correspondence. That is part of what he 
did. 

Moreover, the 
Coan which was sent to Mr. 5 
effort at promoting the project and I think that 
documents -- 

THE COURT: lad he retained Mr. Chapman at this 
time? Nad Prudential retained Mr. Chapman? 


MR. FARRELL: No, they did not have any retainer 
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agreement. 

THE COURT: I don't see how you could show that 
the activities et Me. Chapman reflectedby Exhibit 116 for 
identification are the efforts of Prudential. 

| This is a letter from Chapman to Jack Coan. 

MR. FARRELL: In the original meeting in October 
of 1962 Mr. Shippee testified that all of them we 2 working 
together on the project and the efforts of Mr. Coan and 
Mr. Chapman at that time are also the efforts of Prudential. 

THE COURT: I don't see that at all. . Were 
Mr. Coan and Mr. Chapman given a joint venture interest? 


MR. FARRFLL: Mr. Chapman was offerec one by 


Mr. Shippee. 


MR. MacCRATE: If the basis for admissibility 
is that Mr. Anderson was 2 joint venturer with Mr. Shippee, 
there is still the ‘question of admissibility as against 
“Phillips. And here, with resepct to Mr. Chapman, if it 
is because he was a joint venturer, that coes not in any 
way make this document admissible against Phillips. 

THE COURT: There is no threshold showing here 
that Chapm an was a joint venturer of anybody at June 6, 
1963. You have just conceded to ime this letter was 
not written at the direction of plaintiff or its officers 


or that they caused it to be done or can take credit for it 


ars 
having been written and it seems to me, Mr. Farrell, if 
you get teen ae record information which is wie competent 
evidence, you put the Court in the position of walking 
‘inte unnecessary error. We don't ed 1%: 

This witness is being pe. itted to tell what he 
did and what the people at Prudential did and what 
Prudential caused to be done and I just don't see any 
basis for taking a letter from Mr. Chapman to Coan at this 
time. | 

I think he ought to deal with the other one 
while we are talking about it, lll. 


MR. FAR! : Your Honor, there was one other 


point. There is testimony that Mr. Shippee had agreed to 


pay Mr. Chapman and that agreement was never carried out 
but there has been the relationship between the two as 
of that time. 

THE COURT: You just conceded a few moments on 
the record here that this letter, 
the behest of plaintiff. 

MR. FARRELL: That is truc. 

THE COURT: While Chapman was not acting as 
plaintiff's agent. Apparently I couldn't find that he 
was an agent for Phillips viene so at this stage of the 


record I am going to sustain the objection to 116 for 


ars 
identification. 

I am prepared to talk ahout 111. Al} I see 
in lll is that there isa dispute with the gentleman known 


as Don who I understand is Mr. Gruber -- 


MR. MacCRATE: Mr. Blinken. 


THE COURT: I beg your pardon, of Warbug & 
Company and I think if the witness corrected these books 
by eliminating the name of Mr. Blinken, he probably could 
testify to that without the necessity of the letter. 
But the letter is really transactions between Mr. Rlinken 
of Warburg and Prudential as to which Phillips is not shown 
to be a party. it is a private dispute between 

MR. FARRELL: Yes, your Honor, but again 
may explain -- 

THE COURT: It is just what we use? to call 
res inter alios. 

MR. FARRELL: There are two phases to this 
case. The point is that we were working cn what we 

\ 

regarded as a project that ha me merit ar? was 
Protectable information, business information and ideas 
with respect to the petrochemical project we were going to 
put together, It is true Phillips wasn't present Curing 
this tire. 


is probably true in nine-tenths of the cases 


ars 

under that theory that the defendant was not present 

when the plaintiff was actually doing the work developing 
the thing that the. defendant is then accused of taking. 


THE COURT: I am permitting him to tell what 


he did or Prudential's people did and I am permitting him 


to tell everyting he said to Fischbeck or Coan, anything 
that the agents said. I opened the door to you as to 
Mr. Anderson ahebeea’s his position in the case is not 
entirely clear on this trial record. 

I just don't see any basis for admitting this 
exhibit which shows on its face a trivial dispute between 
persons in Warburg and Prudential. 

MR. FARRELL: Very well, youe Honor, if that 
is your ruling. 

THE COURT: I am going to ask you to try to take 
a logical approach’with these documents. Don't give me 
documents which I would fall into error if I permitted 
them to be reccived. 

MR. FARRELL: I don't agree that you fall into 
error but I want to explain my approach which has been to 
show everything, cither documents or by testimony that 
has been done. 

THE COURT: He can tell what he @id but you don't 


advance the project by this Exhibit 111. It is a trivial 
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dispute with Warburg with which Phillips is not concerne 4 
as I can see it. 

MR. FARRELL: Are you going to take up the 
‘other document? 

THE COURT: Any time I sec a document that is not 
on the pretrial order I consider that a red fla~. 

What is this Exhibit 223? 

MR. FARRELL: That is a document produced by Nr. 
Chapman. This was a copy of one of the brochures sent 
to Mr. Chapman with the letter that I offered in evidence 
and it has been identified by Chapman at his deposition, 
produced by him and Mr. Shippee will identify that as a 
document given to Mr. Chapman. 

THE COURT: He has already done thet. 

MR. FARRELL: I want that document in evidence. 

THE COURT: To get it in evidence you have to 
read the deposition of Mr. Chapman. 

MR. FARRELL: Wo, I cont. 
can identify it. 

THE COURT: How do you get it to be binding on 
Phillips? 

MR. FARRELL: It gets binding on Phillips 
because there is a stipulated exhibit dated August 8, that 


is a stipulated one which says, and this is by an associate 


ars 


of Mr. Chapman at that time, Michael Shea on Wednesday, 


August 7,Mr. Chapman had lunch with Miller Conn of Phillips 
Petroleum Company. The purpose of the luncheon was 
to give ‘r. Conn an opportunity to begin the study to 
ietaeviee whether or not Phillips was to take an active 
interest in the establishment of the chemical product in 
Puerto Rico. Mr. Conn received from ir. Chapman a copy 
of the latest study, namely that. 

THE COURT: ie do I know that? Does 1* say 
so in the exhibit from which you are reading? 

MR, MARKS: It is am inference that the jury can 
Craw from this document which says they 
present study and there has been other 
Honor, that woulc link it up as well. 

MR. MacCRATE: ment before your 
was produced by Mr. Chapman within the last several 
when his @eposition was taken gna it was not somethine 
that was given to a third party. 
had apparently 

MR. 

THE COURT: If there is 
for showing that Chapman G@clivered this to Philiios <- 

MR. FARRELL: Mr.:Conn took a cupy of the 


present study, that we have from Mr. Chapman who points 


ars 
out that is the only study that had. 

THE COURT: How do 1 that is the same 
brochure given by Mr. Chapman. | 

MR. MARKS: I don't think vhere is any doubt in 
the record but if there is any doubt it is a factual issue 


for the jury which they can resolve. 


THE COURT: Perhaps when you read Mr. Chapman's 


deposition I will take it. Tt Ought to be received if 
what they say is true. 

MR. MacCRATE: 
ity or non-admissibility would be what Mr. Chapman has to 
say about | 

THE COURT: All right. You all know except me. 

MR. MARKS: Mr. Chapman testified that he 

Shippee:. 

ie COURT: Well, all right, if that is what he 
testified when you read Mr. Chapman's Geposition you can 
renew your offer of 223 and I will rule at that time. 


Adjourned to Wednesday, January 7, 1976 
“ a4 e 


10.00 o'clock 


ars 
PRUDENTIAL OIL CORPORATION 


vs. 67 Civ. 3748 


PHILLIPS PETROLEUM COMPANY. 


New York, January 7, 1976; 
10.00 o'clock a.m. 


(Trial resumed.) 


(Jury present.) 


NA THA N M. Som 2 oP oP Bk» resumed. 
THE COURT: You may resume, Mr. Farrell. 
DIRECT EXAMINATION (Continued) 


BY MR. FARRELL: 


Q Mr. Shippee, calling your attention to the 


in November 1962, did you discuss at that time the source 


of the feedstock for the petrochemical complex in Puerto 


Rico? 


A Yes. 


Q What did you say to him at that time and what did 


he say to you? 


A I asked him about the comparative advantages of 


several oil companies and he mentioned two criteria. 


One was that we should use Venezuelan oil so we would have 
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the support of the State Department and the other was that 


we should have a partner to carry out this project? 

Q What did you say to him 

A I asked him which of the several companies that 
we listed he would favor and he said he knew he could get 
a decision from Phillips at the top, they had Venezuelan 
oil and that he would attempt to get them to give us some 
sort of support on the project. 

THE COURT: Who is it that said this to you? 


THE WITNESS: Mr. Anderson said it to me at the 


meeting on November 9 in his office. 

Q From that time forward, Mr. Shippee, was it 

concept that this petrochemical complex in Puerto 

would be fed with Venezuelan crude oil? 

A Yes. 

Q Or Venezuelan feeastock of any kind? 

A ES: 

Q Turning your attention to January 1963, did you 
meet with Mr. Durand, the administrator of EDA at that 
time? 

A Yes, sir. 

Q Would you tell us who was present and where it 
took place? 


A Mr. Irizarry, the New York representative of EDA 
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and Mr. Anderson, in the office of FDA on Fifth Avenue. 


Q Can you tell me what was Giscussed and who said 


A I introduced Mr. Anderson to Mr.Durand. . 
Mr. Durand told Mr. Anderson that the project that 
Prudential had discussed with him in Puerto Rico had the 
support of the Commonwealth ana that he favored the Venezuelan 
on. 
; 

He went on to descri I the then president of 
Venezuela had been a refugee in his home prior to his being 
elected as president and that they were very close and 
this would have a beneficial effect on the Caribbean or the 
poor economy in Venezuela at that time. 

Mr. Anderson assured Mr. Durand that the State 
Department in his opinion would support the project because 


they were trying tq solve some problems in Venezuela at the 


time and expressed doubt that 60,000 barrels was an over- 


large refinery but in principle they should have asked for 


the 60,000 barrels and perhaps end up or be satisfied with 
less. 

Q Is that all you remember about that meeting? 

A The meeting was short because Mr. Anderson had 
to go to a directors meeting of Goodyear in Cleveland and 


the meeting ended within about 15 minutes, yes. 
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Q Turning your attention to the meeting in 
February 1963 with Mr. Fischbeck which you testified ahout 
yesterday, did you at that meeting discuss with Mr. Fischbeck| 
possible samples of oil to be used as feedstock? 

A Yes. 

Q Will you tell me the contents of those discussions? 

THE COURT: Didn't we go through all this yester- 


MR. FARRELL: failed to ask him a couple of 


questions. IL just want oak 2h 
A The specification of Venezuelan oil, told 


Mr. Fischbeck th at we had to have Venezuelan oil and asked 


him for samples of the k that they could supply from 


Venezuela. 

I also told Mr. Fischbeck that the application 
under the regulations had to be signed by an oil company 
with an iegrting history and that I understood that 


Phillips would sign the application within the project. 


That it was a valuable item, it could be $60,00C a day that 


we weren't giving away and would share on the same basis 
that we would share the whole project. 

Mr. Fischbeck told me that he would get us the 
oil samples and he would pass the message to hertieertiia 


about signing the application and would let us know. 
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Did you report that to Mr. Chapman? 
I did. 
MR. MacCRATE: I move to strike the last question 
and answer, your Honor, as to what he reported to 
Chapman. 
THE COURT: I will reserve decision on the motion | 


to strike. 


Q Mr. Shippee, at the close of yesterday's testimon 
pp - 


you told us that you had been a@vised -- the exhibit was 
introduced by Mr. Fischbeck that Phillips would not proceed 
with the signing of the application. 

MR. MacCRATE: Could we identify the exhibit 
for the record? 

THE COURT: By numbu., if you please. 

MR. FARRELL: Yes. The exhibit was 107 and 
I believe Mr. Shippee testified that he also received a 
telephone call to the same effect. 

THE COURT: What is the question now? 

MR. FARRELL: I was just refreshing his recol- 
lection where we were yesterday. 

THE COURT: That you don't need to do. The jury 
remembers where we were yesterday. 

MR. FARRELL: Mr. MacCrate, I now intend to offer 


Plaintiff's Exhibit 117 for identification which is a letter 
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from Mr. Shippee to Mr. Chapman dated June 6, 1963. The 
prior number was Plaintiff 561 and several other number. 
MR. MacCRATE: I object to this document on 
several grounds, your !#onor. 
May I approach the side bar? 
THE COURT: ves, certainly. 
the side bar.) 
Plaintiff's Exhibit 117 for 


identification is one of several copies of a letter. 


.the other copies it appears to have the notation that 


blind carbon copies were di i : persons not 
indicated on this coody. 

THE COURT: My copy of the proposed exhibit 
has this "S". 

MR. RELL: are Mr. Shippee's initials, 
your Honor. 

MacCRATE: There are, below this line on some 
copies but not on this copy an indication that there were 
blind carbons that went which I think is all part of the 
Gocument. 

THE COURT: Yes, certainly. 
MR. MacCRATE: If it is being offered. 
THE COURT: oesn't show on mine. The prob- 


lem of a copy being incomplete, I have to insist that the 
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original be found or else stipulate as to what is on the 
original. 

MR. FARRELL: Do you have a copy with the blind 
copies on it, Mr. MacCrate? 

THE COURT: Who are they? 

MR. MacCRATE: I don't have the notation before 
me, your Honor. 

THE COURT: Is it important to the case? 

MR. MacCRATE: I think it may be. 

Will you show us your copy? 

In addition we object on the 
grounds that this is a communication from Mr. Shippee to 
Mr. Chapman at a time when Mr. Chapman had no relationship 
with Phillips. 

THE COURT: In view of the fact that I have been 
told that a copy went to Mr. Anderson, I will take it 
Subject to a motion to strike or connection -- I went through 
all this yesterday and my intention is to give you a con- 
tinuing objection or reserve the motion as to anything 
affecting Anderson while this witness is on the stand. 

MR. FARRELL: I understand, your Honor. 

THE COURT: You may be deemed to have a continu- 


ing objection as to all papers which went to Anderson or 


are offered on the basis that they went to Anderson. 
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Would that be satisfactory to you? Do you 
need it each time? 

MR. MacCRATE: So long as that continuing objec- 
tion is on the record I am satisfied with that, your Honor. 

THE COURT: All right. 

I will require either the original complete copy 
to be offered on 117 and when that is done I will receive 
it subject to connection. 

MR. MacCRATE: This’ is a document from the 
plaintift's file. 

MR. FARRELL: Is this on the copy that you have? 

MR. MacCRATE: Yes. 

THE COURT: Why would it be that -- I guess this 
is a carbon copy of an original letterhead? 

MR. FARRELL: Yes. 

THE COURT: You may renew the offer when you 
have a complete copy. 

MR. FARRELL: I will get right now. 

THE COURT: Let us go forward. 

(In open court.) 


MR. MacCRATE: Your Honor, I helieve the d@diffi- 


culty has been resolved. My copy was like your copy of 


this particular document. 


THE COURT: You have a copy which may be reccived? 
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MR. FARRELL: yes. 
THE COURT: Exhibit 117 will be received subject 
to connection, 
(Plaintiff's Exhibit 117 for identification 


was received in evidence.) 


MR. FARRELL: I will read this exhibit to the 
jury, your Honor. 

(Exhibit read.) 

AR. FARRELL: 


to offer Plaintiff's 


is a letter Cated June 13, The prior number was 


Plaintiff's 198. 


(Continued on next page.) 
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MR. MacCRATE: This is subject, your Honor, 
to my continuing objection. 

THE COURT: Is it essential? Can't this 
witness be asked, did you thereafter schedule a meeting 
with Mr. Anderson, and did you meet with him, and who was 
present? 

MR. FARRELL: Your Honor, I want to read 
the letter. I think the letter is appropriate evidence. 
THE COURT: Did they have the 
MR. FARRELL: Yes, your Honor. 

THE COURT: Ask the witness about 


MR. FARRELL: Your Honor -- 


THE COURT: I regard this Exhibit 18 as 


purely cumulative, unnecessary to this trial, and unduly 
prolonging the case. 

MR. FARRELL: Your Honor, I'd just like to 
state that as Mr. MacCrate pointed out -- 


THE COURT: No argument. I will receive it 


in evidence, but you won't read it. Now, get the testimony 


of Mr. Shippee finished. Ask him, did he have a meeting. 


(Exhibit P-18 was received in evidence.) 


THE COURT: I can't waste time here, gentleme 


I have to move this case along. 


Q Mr. Shippee, thereafter did you arrange a 
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meeting with Mr. Anderson and Mr. Chapman? 
A I did. 


Q Can you tell us where that meeting took 


In Mr. Anderson's office in New York. 
Who was present? 


Mr. Young, Mr. Coan, myself, Mr. Chapman 


Do you know how long the meeting took? 
Yes. It was the better part of the afternoon 
over two hours. 
Q Can you tell ws, to the hest 
recollection, who said what, the substance the conversa- 
tion, and who it was that said it? 
MR. MacCRATE: Objection, your Honor, until 
the time and date of this is fixed. 
Q Do you have the date? 
A It was July 2nd, after lunch. I greeted 
Mr. Chapman when he came into the office. I greeted the 
others. I was in the office first. When we were all 
assembled, we went to Mr. Anderson's suite. We met 
together in his suite for most of the meeting. 
The main topics of the meeting I -- 


MR. MacCRATE: Your Honor, the main topic I 
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object to. 


A (Continuing) I led the discussion and the 


ay 


| 
| 
| 
| 
} 
i| 
3 | THE COURT: Sustained. Strike it out. 
| discussion began with the matter of Phillips signing the 


5 H application for the import quota, and we requested Mr. 


7 | Anderson to complete the necessaries so that Phillips would 


Sign the application and would go to isShington and work 


with Mr. Chapman to complete it. 


I took up the matter of the Warburg departure | 


from the group, and we all agreed with the action I had taken 


earlier and had repor 


ct 
QQ 
Au 
cr 
Oo 
ct 
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0 
| 
o 
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13 i I discussed with Mr. Anderson, in front of | 


and the others, my visit to his firm in Washing-7 


ae ton and his partners about his compensation, and my 


statement to them that Mr. Anderson would decide how they 


would be paid and what shares they would have, and Mr. 


Anderson agreed in front of me and the ot 


would handle -- 


2 | MR. MacCRATE: Your Honor, I move to strike. 


We are getting abck into this “agreed” syndrome. 


THE COURT: Really, Mr. Shippee, after three 


days of this case, almost three days, you ought to Bia 
| 


24 agreement is a matter of conclusion for the jury. So please, 


| 


just give us the substance of what you said at that 
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meeting, what Mr. Anderson said as best you recall it, 

and what Mr. Chapman said, and after the jury finishes 
listening to it they will decide whetnh: ‘ Chapman agreed 
to anything or not. 

A Business language is -- 

THE COURT: I can't have it. 

A described to Mr. Anderson my visit in 
Washington, and Mr. Anderson stated to me and the others 
present that he would undertake to allocate the 
among all the participants when the project was completec 
and based on the contributions made in his opinion. 

Q Anything else I meeting, 
Shippee? 

A Yes. Towards the end of the meeting, Mr. 
Anderson asked if we would go to the conference room and le 
him speak along to’Mr. Chapman. We went to the conference 
room -- that would be Mr. Coan and myself; ! Chapman and 
Mr. Anderson remained behind, and it was perhaps fifteen 
minutes later that they joined us. 

Mr. Anderson then told me and the others that 
Mr. Chapman would be the quarterback for the project in 
Washington, that Mr. Anderson would take care of the matters 
raised by us in Bartlesville with Phillips, and that 


Prudential would now turn their attention to working 
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satellite plant question because we had to satisfy the 


Interior Department that activities were undergoing to 
bring or interest chemical companies to come to the island. 


Q Mr. Shippee, the next day you had the plane 


Yes. 

MR. FARRELL: Your Honor, in the interest of 
chronology at this time I am going to read to the jury 
paragraphs of the stipulated facts. This is events in 
ana I thi nk that this would bright it right up,chrono- 
logically, t:hrough Mr. Shippee's testimony. 

THE COURT: All right. 


MR. FARRELL: H. Some developments during 


4... Under date of March 20, 1963, EDA 
?dministrator Rafael Durand sent a letter to Secretary 
Udall with copy to Cordell Moore, Cil Import Administrator, 
which letter has been marked at pretrial proceedings as 
Joint Exhibit 39. 

43. In early August 1963 Chapman spoke with 
the president of Phillips, Stanley Learned. Chapman 
expressed confidence that the necessary oil import quota 
could be obtained by Phillips for a project in Puerto Rico 


and Learned expressed interest in exploring this possibilit 
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On August 7, 1963, Chapman and Micheal W. Shea, one of his 
law associates, met in Washington with representatives of 
Phillips. A memorandum of this meeting prepared by Michael 
Shea dated August 8, 1963 has been marked at pretrial 
proceedings as Joint Exhibit 40. 
And, your Honor, I will read that memorandum. 
This is on the letterhead of Chapman & 
Friedman. 
Mr. Farrell read to the jury from 
Exhibit 40 in evidence.) 
o MR. FARRELL: 44. In October 1963 
. arranged a meeting for reoresentatives of Phillips with 
seatouansatives of the New York office of EDA, including 
Diaz-Hernandez. 

Q Now, Mr. Shippee, when was the next conversa- 
tion that you had with Mr. Anderson concerning the proposed 
project? 

A & was at the -- immediately following the 
assasination of President Kennedy. 

Q Was that the first time you spoke to Mr. 
Anderson on the project after your meeting of July 2nd? 

A Oh, no, I thought you meant from what you had 


just read. 


Q 
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MR. MacCRATE: I think the question is 
obviously objectionable as to form. Perhaps it could be 
withdrawn and reframed. 

Well == 
THE COURT: He was asked when if ever he next 
Anderson. Meet or spoke with him. 

Speak with him after your July 2nd meeting? 

After the July 2nd meeting, the next day I 
went on a business trip to -- 


THE COURT: No, when did vou next speak with 


WITNESS: July 4th. 
After the plane crash? 
Yes. 
Q What happened? How did you talk to him then? 


A It was in the newspapers that I had been in a 


plane crash with many fatalities, and he contacted my home. 


I was one day in the hospital in Rochester, then I convalesced 
at home for a couple of weeks. 
He called me on day after the crash. 
Did you discuss project? 
He wouldn't let Ne wanted to know how -- 
Just tell me if discussed the project. 
No. 
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Q When was the next time you discussed the 
project with Mr. Anderson? 

A In the following week. 

Q Was that by telephone? 

By telephone. 
Nhat did he say to you and what did you say 
to him? 

A the following week I called him and asked 
him how the project was going. He told me that Phillips 
would sign the application and that everything was all righ 
I shouldn't be concerned. 

Q Now, thereafter -- thst is the full substance 
of that conversation? 

A Yes. 

Q Thereafter, did you speak with Mr. Anderson 
concerning the project? 

A Yes. 

When was the next time? If you recall. 
A We had frequent conversations. I went to 


the office for the first time, the first week in August, 


which would have been about three weeks later, and on my 


day there I visited with him. It would have been early 
August. 


Did you discuss the project? 
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A Yes. 
Q What did he say to you and what did you say 
to him, in substance? 
told me that Phillips was going 


to be in touch with Chapr in Washington on the applica- 


tion, that they would sign the application. He told me 


that our job was ts work on getting the chemical plants and 


I told him that Young and Willey were working on that and 


Q Did you have further conversations with Mr. 
Anderson through the year 1963 concerning the project? 

A 

Q Can you tell me, to the best of your recollec 
tion, when those conversations took place? 

A Those conversations normally took place in 
his limousine, driving back to Greenwich, and that would 
have been frequentiy, during the summer and fall of 1963. 

Q And in these conversations, did you discuss 
the proposed petrechemical project? 

A Yes, on each occasion. 

Q Tell me, with respect to the conversations 
you remember, give the approximate time and what was said. 


A I would report to him on the activities of 
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MB. MacCRATE: Your Honor, I object to what h 
would do. This is a question of a whole series of conver- 
sations. The witness should be asked to identify the time 

THE COURT: If he can, he should. Please 
reframe the question. 

Q Tell me, to the best of your recollection, 
the time of any conversations with Mr. Anderson and the 
substance of those conversations. 

A Except -- 

COURT: May I offer a suggesticn? 

MR. FARRELL: Yes. 


THE COURT: If these are just general 


conversations where Mr. Anderson told him "Everything's 


going great," and he said "I'm glad," I wouldn't waste 
time with it. If there is some specific fact that Mr. 
Ancerson stated during a particular week or month, then I 
think it is important to bring it out. 

MR; FARRELL: I. think I will do that. = will 
just ask about one conversation. 

THE WETNESS: Specifically, after the 
assasination -- 

Q Wait, I'll ask the question. 
In the conversation you referred to, after 


the assasination, where did that conversation take place? 
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A The conversation took place in Mr. Anderson's 
limousine en route to Greenwich. 
Q What was the substance of that conversation? 
A The substance of the conversation was 
impact on the whole procedure to obtain an import quot 
the advent of a new President, who was from Texas, and 
who was known to be "oil oriented.” 

We discussed at length whether we 
redirect the application and Mr. Anderson advised me 
wait kecause he felt that a change could now be made 

‘ 
government, in the executive branch, whicn would facili 
the whole project. 

THE COURT: He told you. to wait. He 
you to hold up on the application? 

THE W No, he advised that we would 
all better wait, because he felt some changes would be 
made in the executive department. 

Q Mr. Shippee, during this period in th 
latter portion of '63, did you do anything, die you perform 
any work with respect to the petrochemical project? 

A Yes. 

Q What did you do? 

A I pursued the chemical companies to interest 


them in the prospect of setting up branch plants in 
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Puerto Rico. 

MR. MacCRATE: Your Honor, I move to strike 
unless there is a detailed statement --~ 

THE COURT: I will permit to to stand. If 
you want to ask him on cross examination what companies, 
when, and where, and who he saw there, that will be perfectly 
appropriate. Let's go forward. 


MR. FARRELL: I will now read, your Honor, 


I. Phillips’ submission to EDA of a 


Zor a Project in Puerto Rico. 


the sake of chronology from the stipulated 4 
{ 


(46) Stanley Learned addressed a letter 
dated December 16, 1963 to Rafael Durand. The letter, whic} 
has been marked at pretrial proceedings as Joint Exhibit 43, 
was taxen to Puerto Rico and delivered to Rafael Durand by 
Diaz-Hernandez prior to December 20, 1963. 

MR. MacCRATE: Your Honor, I believe a 
Paragraph from the stipulation has been omitted. I don't 
know if it was. 

MR. FARRELL: I didn't mean to. I will 
reac that. I'm sorry. 

THE COURT: All right, paragraph 45 may be read. 

MR. FARRELL: I overlooked that. 


(45) A memorandum dated November 7, 4963, was 
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Gelivered by Coan to Waldby which has been marked at pre- 
trial proceedings with a covering letter as Joint Exhibit 
41. By letter agreement dated November 22, 1963, Phillips 
retained Coan and Omega as from November 1, 1963, 
letter agreement has been marked at pretrial proceedings 
J-42. 

There follows the paragraph I just read, 


eferring to J-43, which I will read without the attach- 


(Mr. Farrell read from J-43 in evidence to 


the jury.) 
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MR. FARRELL: Continuing with the stipulation 


to bring this chronologically up to date: 


"In January 1964 executives of Phillips met 


in Puerto Rico with officers of EDA and other agencies 
of the Commonwealth Government to explain Phillips’ 
proposal for establishing a project in Puerto Rico. 
On January 3, 1964 Stanley Learned, Paul J. Parker, 
W. C. Hewitt and Roy Waldby of Phillips and Marin 
Friedman of the law firm of Chapman & Friedman, 
counsel to Phillips, met in Suan Juan with EDA 
Administrator Rafael Durand, Sanchez Rivera, 
President of the Puerto Rico industrial Developmen 
Company (FRIDCO) and Sam mee Hyning, a consultant 

to EDA. Also on January 3, 1964, the Phillips 
representatives met with Diaz-Hernandez, Van Hyning 
and certain officers of PRIDCO, including Sanchez 
Rivera, President, Variio Oyding, Vice-President for 
Finance and Rafael Ignacio, Vice-President and Jose 
Munez, Assistant Vice-President for Development. 

On January 4, 1964, the Phillips group, accompanied 
by Owen Martinez of the PRIDCO staff, toured the 
island by plane and car to view the possible sites 
on the South and tlest Coasts of Puerto Rico for the 


proposee complex. 


"At the meeting on January 3, 1964 with 


representatives of the Commonwealth Government, 


Learned stated that the purpose of the visit was to 


explain the nature of Phillips' proposal and the 


Organization and capabilities of Phillips to carry 


out such a proposal. Following Learned's statement, ~ 
W. C. Hewitt described the various business activities 
of Phillips. At the same time, with a letter to 
dated January 2, 1964, a brochure was sub- 
mitted by the Phillips representaive to EDA entitled 
‘Establishment of a Core Chemical Industry in Puerto 


Rico,.' The letter of transmittal nas been 


marked at pretrial proceedings as J-44 and the 
brochure as J-45," 

I will read the letter which is very brie€é. 

(Letter dated January 2, 1964 read.) 

MR. FARRELL: Your Honor, at this time rather 
than read from the brochure and from the prior exhibit which 
we produced yesterday through Mr. Shippee -- 

THE COURT: What was the number? 

MR. FARRELL: The prior exhibit, your Honor, is 

and there was a brown covered one which is back here 
that is 215. Rather than go through that and take 


time to read from either of those brochures, we have 
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prepared an exhibit which is a blowup from the brief which 
we previously exhibited to you showing the comparison 
between these two brochures. 

THE COURT: Has this blowup been shown to opposing 
counsel? 


MR. FARRELL: No, it has not. We just got it 


THE COURT: I think you ought to show it in 
advance of any offer in the presence of the jury until 
they have had a chance to look at it and then I will rule. 


MR. FARRELL: Very well. They have a copy of 


the brief. It is just a blowup of the typing in the 


brief. 

MR. MacCRATE: May I be heard at the side bar? 

THE COURT: Yes. 

(At the side bar.) 

THE COURT: See, to avoid surprise at this type 
the material should be furnished in advance and either 
read from the pretrial order or have it listed as an 
exhibit. 

MR. FARRELL: We didn't have it until we dia 
the brief. 


THE COURT: You have been in the case since 


‘R. FARRELL: But there is nothing new, this 


brief was submitted to defendants. 
THE COURT: Is there a problem with this exhibit? 
MR. MacCRATE: There is indeed. To take a 
small piece of paper with a sentence characterized by the 
witness as innocuous and just to blow them up into two 
columns -- 
THE COURT: Very well, I will have to deal with 
this problem separately later. ms to me that it 
may be permissible and you can go to the paragraphs tha 
are not identical and argue to the jury and I will instr 


the jury that any aids like this are solely for their 


assistance in understanding the actual exhibit and are 


not in themselves evidence and when they get in the jury 
room if they deem it proper to do so, they should examine 
the two exhibits side by sice. 

Is this other one in evidence, this 215? 

MR. FARRELL: Both are in evidence, your Honor. 

THE COURT: They will have a chance to look at 
them and I will rule on them later. 

(In open court.) 

MR. FARRELL: Your Honor, I would just read the 
the title page of the Joint Exhibit as. 


THE COURT: I really don't think that is 
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necessary at this time. I will let you come back to it 
after I have ruled on the proposed exhibit. 

MR. FARRELL: Vexy well, your Honor. X Just 

wanted to make clear the source of it. 

THE COURT: understand. 

MR. FARRELL: Continuing with the stipulation: 

"(49) Following the presentaticn to officials 
of EDA and PRIDCO in Puerto Rico by Phillips 
personnel in January 1964, the officials of EDA 
ma@e various suggestions for the mann 
the proposal might be presented to the U. S. 
Interior Department. 

"J. Submissions to the Interior Department 
by EDA and Phillips: January-June 1964. 

"(50) Rafael Durand, under date of January 14, 
1964 sent a telegram to Secretary of the Interior 
Udall which telegram has been marked at pretrial 
proceedings as J-46. 

"On January 15, 1964, Chapman and his law firm 
filed a petition for allocation of unfinished oil - 
Puerto Rico on behalf of Phillips with the Oil 

Import Appeals Board which petition has been marked 
at pretrial proceedings as J-47," 


Your Honor, I Ao not at this time need to read 
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"(52) On January 28, 1964, Rafael Durand sent 
a letter to Secretary Udall which letter has been 
marked at pretrial proceedings as J-48." 

I will not read that at this time. 

"(53) Chapman and his law firm submitted to 
the Oil Import Appeals Board in May 1964 a brief 
entitled ‘Brief in Support of Petition for Allocation 
of Unfinished Oils - Puerto Rico' which has been 
marked at pretrial proceedings as J-49." 

Now, I will read from that only two paragraphs 


from page 5 under the Roman numeral II 


"Grounds for petition.” 
{Exhibit read in part.) 
MR. MacCRATE: I would like to read the second 
and third paragraphs. 
THE COURT: If Mr. Farrell has finished reading. 
Yes, I am finished. 
(Second and third paragraphs read.) 


MR. FARRELL: Continuing with the stipulation, 


"On May 1, 1964 Chapman and his law firm sub- 


mitted to the Oil Import Administrator, Cordell Moore, 
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a letter with accompanying memorandum entitled 
"Memorandum in support of request for recommendation 
for increase in maximum level of imports of unfinished 
oils - Puerto Rico”. A copy of the brochure 


marked as Joint Exhibit 50 and of the 'Brief in 


support of petition for allocation of unfinished 


mails - Puerto Rico' marked as Joint Exhibit 51 were 
also submitted with the letter." 
Those are already in evidence, your Honor, and I 
will not at this time read them. 


(Pause.) 


(Continued on next pace.) 
pag 
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MR. FARRELL: The letter dated May 1, 1964 
and the accompanying memorandum have been marked at pretria 


roceedings as Exhibit J-51 and J-51A. ‘Under date of 
P g 


June 19, 1964, EDA Administrator -- 


MR. MacCRATE: Excuse me, Mr. FParrell, let 


me suggest two numbers 51. I believe the reference on the 


seventh line of page 21 of the Stipulations is to J-49, 
which you will see referred to on the preceding page, four 
lines 

Right. They were marked. 

So that is 49, and you are 
correct, this 


Right. The exhibit was marked 


COURT: All right. 

FARRELL: To continue: 

letter dated May 1, 1964 ana the accompany 
ing memorandum have been marked at pretrial proceedings as 
exhibits identified by Chapman in response to defendant's 
question number 46. Under date of June 19, 1964, EDA 
Administrator Rafael Durand sent a letter to Assistant 
Secretary John M. Kelly of the Department of the Interior 
which letter has been marked as pretrial proceedings as 


Joint Exhibit 52. 
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(@; Now, Mr. Shippee, during the period which was 
covered by the stipulation, that is up until June, 1964, 
did you and Mr. Young and Mr. Willey continue to work on the 
petrochemical project? 

MR. MacCRATE: May I have that question, 
please? 

(Question read.) 

MR. MacCRATE: Objection, your Honor, unless 
it is directed to a particular action. 

THE COURT: I will sustain the objection. 

What did you do, Mr. Shippee, if anything? 

A I contacted various chemical companies, 
including the ones that we had talked to at the beginning, 
which was Hercules, Monsanto, Allied Chemical, and others, 
to see if they would include in their forward planning 
additional plants in Puerto Rico. 

i also -- 

MR. MacCRATE: Your Honor, can we fix the 
time of this particular action? 

THE COURT: He's taking this during the 
period, as I understand it -- 


A Between August and December of 1963. 


THE COURT: Oh, but they're asking you about 


‘64 in the question. 
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I was asking you about ‘64 -- 
THE COUPT: Frame a new question. 
MR. FARRCLL: I want to keep it chronological 
THE COURT: I will strik 1t the prior 
answer. The jury will disregard it. 
FARRELL: Pine. 

Q Just let me ask you, Mr. Shippee, Guring the 
month of December '63, did you speak with Mr. Coan 
concerning the ad petrochemical project? 

A 

Q What did Mr. Coan say? 


Coan said that he was -- 


MacCRATE: I object, your Honer. 


T: I will sustain the objection. 


FARRELL: Your Honor -- 


THE COURT: No argument ir 


MR. FARRELL: I'm sorry. 


THE COURT: Just he and Mr. Coan talking? 


nr 


MR. FARRELL: We and Mr. Coan. 


THE COURT: He may say he had a conversation 


with Mr. Coan concerning the project, but not what was 


said. 


MR. FARRELL: May I approach the bench? 


THE COURT: Not now. Let's get along with 
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this case. When we get a recess we'll talk about mr. 
Coan. 

MR. FARRELL: I now offer Plaintiff's 
Exhibit 138 which was previously Plaintiff's 197. 

MR. MacCRATE: I have my continuing objection, 
your Honor. 

THE COURT: Yes. Certainly. Same ruling. 
I will take it subject to connection. 

(Exhibit P-138 was received in evidence.) 

MR. FARRELL: Now, your Honor, I will read thi 
to the jury. It is very brief: 

(Mr. Farrell read to the jury from Exhibit 

in evidence.) 


Q Now, turning your attention to the period 


from January.to June 1964, and be as Precise as you can 


with the dates, tell me what you did with respect to the 
Proposed project, Mr. Shippee. 

A In January I investigated a PVvo Project which 
Prudential Oil would consider to sponser as a candidate 
Satellite chemical plant. 

Q What is PVC? 

MR. MacCRATE: I object, your Honor. 
THE COURT: JI will overrule the objection. 
MR. MacCRATE: This is a question of an 
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investigation without indicating what it means -- 


You may cross examine what he 


A I prepared a memorandum for our board of 
Girectors, and we prepared an outline of the plant. 
incorporated a polymer company in Puerto Rico. 

Q What is a polymer company? 

A That 1s a chemical plant to take a feedstock 

refinery. And we generally prepared 


Ps 


ena of that year, in December, we had 


repared a two-page outline -- 
Q Hold it. You're going too fast. We are 
talxing about the period up to June 1964. 


A I was taking one incident up to the conclu- 


THE COURT: Don't argue with the examiner. 
Let Mr. Farrell frame the next question. 
Q Let's try to keep the frame of reference 


because I want to keep it chronological. 


Anything else up to June, 1964, just tell 


! 
a satellite chemical company = 
| 


us about that. 


A Yes. I met with Mr. Young who had visited 
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MR. MacCRATE: My objection is to what ““ 
Young had done. 


THE COURT: I will permit him to 


-- Mr. Young, who told me -- 
MR. MacCRATE: I object. 
THE COURT: Objection to hearsay. 
witness may testify that he met him. 
A I met with Mr. Young, met with Mr. Willey. 
I myself met with chemical companies, including Hercules 
and Monsanto and Allied Chemical. 
Q What was your purpose in those meetings, Mr. 
Shippee? 
MR. MacCRATE: Objection, your Honor. 


THE COURT: Well, he may testify as to 


generally what he asked those companies to do. Cross 


examination may be had as to who he saw there, and what 
told him. 
A I asked these chemical companies if they had 
a continuing interest in coming to Puerto Rico once the 
core plant was onstream, and -- 
THE COURT: All right, that's enough. 
MR. FARRELL: Mr. MacCrate, I now intend to 


offer Plaintiff's Exhibit 147 for identification, and that 
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prior number if 44N, and it is dated May 14, 1963. 

SHE COURT: <i think at this tine I will 
excuse the jury. The jury may withdraw to the jury room 
for a brief recess. You may step down if you'd like, Mr. 
Shippee. 

(Jury left the courtroon.) 

THE COURT: Exhibit 147 for identification? 

MR. MacCRATE: Yes, your Honor. This is a 
carbon copy from Mr. Shippee's file of 
says he sent to Oscar Chapman. t will be noted that 
is a “ec” afd that there is a “be,” 


THE COURT: Yes. 


MR. MacCRATE: I would object to the letter 


being received as hearsay, in any event, but if your Honor 
should take it on the basis that Mr. Oscar Chapman was 

in May 1964 an attorney for Phillips, I would still point 
out that on the copy that would have gone presumably to Mr. 
Chapman there would be no indication of the blind carbons 
going to Mr. Coan and to Mr. Young. 

THE COURT: I don't see the signficance of 
that. This witness could testify that he sent a letter to 
Chapman. I suppose if it's relevant to the case, he could 
Say that he gave a live copy of it to Mr. Anderson and blin 


copies to Messrs. Young and Coan. That is not unusual in 
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these matters. 

about this letter is that 
from reading it an inference can be drawn that until he 


read it in the paper, this witness didn't even know they 


had filed with the Departmenz cf Interior. The news article 
attached to it says that they proposed, that Phillips 
proposed its plants in Puerto ii 2 suggests that 
file a petition with the Oil 
12th of May, 1964. 
objection, your Honor, 


is one of hearsay. 


THE COURT: HOLL» £ : Know that that is a 
valid objection. it 16. not ; to me what the 
relevance of it is. 

MR. FARRELL: i2ll, your Honor, I will follow 


it up. I will say, it states here, "I should Say that 


THE COURT: You cCon’t have to read it. tf can 


read that. 
MR. FARRELL: I understand that, but it is 


quite clear that Mr. Shippee is erring to the project as 


! 
congratulations are in order” --~ 


"Our project.” I am going to asx him i anyone said "buzz 


oft.” 


THE, COURT? "Ft 
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even know he filed until ] Journal" 
MR. FARRELL: 


they filed. There was an 


I suppose I should instr 
attached cannot be consié hem as anything except 


to show the fact that there was such an article in the 


papers, and it is not evidence of th 
papers reported. 

MR. FARRELL: That is Satisfactory. It is 
attached because it was attach in the file. 

THE COURT: nad. We will be in 


recess, gentlemen. 


By the way, while we're here, what about 
these charts? Will you look at them Curing the recess, Mr. 
MacCrate? 

We'll be in recess, gentlemen. 

(Recess.) 

MR. MacCRATE: Your Honor, defendant 


Strenuously objects to the receipt in evidence of charts 


of this character. It is not evidence: it is an ergument 


that is being made, ané to take particular paragraphs and 
to blow them up in this fashion of material that is in 


evidence is sipmly a matter of iment It is not adding 
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anything to the record of this case. 
Now, if there is an argument to be made, 
that argument is made by counsel. But counsel's 
should not be regarded as evidence i he case. 
THE COURT: Well, you see, you have two complex 
documents here, and it probably is reasonable to set the 
two down together and contrast them. The agitticulty I 
have with these exhibits is partly their size. 
are not large enough to constitute 


be about three feet away from them 


And I don't like to take an exhibit which in a diffe 


THE COURT: But I think it is permissible 
for counsel to direct the attention of the jury to 
Similarities, and state his contenticn 
jury that "We contend that these paragraphs in the 
Phillips brochure of January 1964 were liftea bodily from 
the Prudential draft brochure,” which the testimony suggest 
that Phillips had duplicated at the request of Prudential 
in June of 1963. 

I think that issue can be tendered to the jury 


and that these exhibits are as good a way as any. 


| 

type of case might be characty ized as j nat 
MR. MacCRATE: It is. 

| 


MR. MacCRATE: But, your Honor, it is one thi g 
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to use them as aids in argument. It is quite a different 
thing to mark them in evidence and make them something that 
is a part of the record in this case as evidence, and I 
believe that it is taking out of voluminous Gocuments, out 
of material, a few isolated phrases and 
paragraphs, and holding them up out of all dimension to 


ney appear in this particular document. 


THE COURT: You know, if this were a copyright 
| 
} 


and plagarism was charged, there wouldn't 


teo much trouble with this exhibit, because some of the 


page l. 
MacCRATE: There are two or three 
sentences, your Honor, that. are the same, and those sentences-- 
THE COURT: They don't get that way ar 
the person who did the second document in point of time was 
copying, and the jury can infer that they were copying from 
Prudential brochure. What the legal results are that 
flow from that is an entirely different question. 
MR. MacCRATE: And Mr. Coan's involvement in 
the whole thing makes all of it most reasonable, it is the 
contention of the defendants, and furthermore, they completely-- 
THE COURT: Would your objection be obviated 


if he took it in normal size? 
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It would not be, to my mind, as 

outrageous 
THE 

I will take these 
nature of a chart 
point out to the jery th : evidence in 
itself, it is merely mi 2 hen to understand 


the underlyin 


All right, you may 
have an exception 


R. WMacCRrce: 


as if this 


my mind. 
COURT: 
FARRELL 


having them on the bench here. 


(Plaintiff's Fxhibits 224-4 through D were 


received in evicen 


(Jury pres 
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COURT: Members of the jury, at this 
I am receiving in evidence Plaintiff's Exhibit 224-aA, 
and D which phic blowups of a typewritten 
attorney for the plaintiff here has 
it J-45 which was brochure of January 
the Chapman law office in behalf of Phillips 


ERNLbit Plaintiff's 215 which 


brochure which was 


ion to. a very careful cautionary 


charts are illustrative 
2d in to facilitate a comparison 
phs of the two different documents 
laintiff considers to be relevant 
this case. 
It 18 not a substitute for your 
the entire documents. 


Vs 
et 


it is a matter for your considerati 
rticular paragraphs were in fact copied 


directly from one document which was prior in time into the 
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latter document. 
But these are only 
case is the actual underlying 
You can use anc consider 
C and D solely as aids 
compare those parts of 


plaintiff contends are 


a oe a ae 
brochure of June 1963 refers 


one Mr. 


side of the page. 
I will not now reac these to you but you will 
have them available and at some point I will perhaps re 


parts and they will be available to you. 


THE COURT: Let's put them away for the time 


I witd also overrule: the 
Exhibit 147 and. it may be seceived in 
(Plaines tts, 2encoit a7 
was received in evicence:) 


THE COURT: TO (Goro lete 
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ask whether he did mail the original of Plaintiff's 147 
and to whom copies were sent. 
PARRE 
BY MR. FARRELL: 
Mr. bd [rT show y¢ i Exhibit 147 
in evidence an k you wh fr you sent the original of 


that document 


or about Nay 


also send carbon 


copies 


to waive the 
voir dire with ment to that: 
certainly. 
he attachment 


Cters “BC” if you 
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ars 
care to do so, 
VOIR DIRE EXAMINATION 
BY MUR. MacCRATFE: 
Shippee, on the first page of the letter 
ppear the letters 
B. Anderderson and the letters 
+ De BR. Young," 
What do these notations mean on 
Th ‘igina LOW only 4@ copy 
Anderson and the copy showed a blind copy to Mr. 
to NM Youns. 
= you sent to Mr. Chapman you 
net show thet you were sending copies to Mr. Coan an@ 
Young? 
Correct. 

Q On the news clipping there is a notation in the 
left-hand margin of that clipping from the Wall Street 
Journal, Wednesday, May 13, 1964. 

Whose handwriting is that? 


Mine. 


Q Would you read your notation, the first of 


two notations? 
THD COURT: Excuse/me. 


First, was this notation on the copy of the 
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Chapman? 
it was. 
Anderson? 
All the copies, yes, 
THE COURT: All right. 


A I underlined the words 


amely, "About 


"Commonwealth need for core chenica 


with an errow “Very good.” 


words "Amount of core industry 


I used this 
as a device -- 
You answere 


THE COURT: 


Members of the jury, at this time ZI will tell 
you is newspaper is not evidence of the truth Of 
the therein, The newspaper clippins 


Bf 


only evidence of the fact that that artic! 
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in the Wall Street Journal on esday, May 13, 


evidence cf the 


udential Oi1 Cerporation, May 14, 
(Fxhibit read.) 


ae oOmrsr 
MR. FARRELL: 


Arpt: ss 
previously 


THE COURT: vd ke i se cane wektee 


ashe we om ibe 


Ma. MacCka? ! Cy, 
blind carbon? 

THE COURT: 21 have to show 
@isputed whether that was sent. 


MR, FARRELL (ot will 


Q Mr. Shippee, I shew you a conv 


and asx vou whether you sent the oricinal 


about June 4, 1964 to Mr. Diaz—Herr.ancdez? 
A Ves, 2 did. 
Q Did you at that 


Anderson, a carbon copy to 
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| 
‘ 
| 
3 | re) To Mr. Chapman? 
ae | A Yes; < Gid. 
| 
5 il Q iy, Coan? 
i 
6 || A Yes. 
! | 
{ 
° : | uf 4 : €! 
GF 7 |i re) Mr. Young? 
* | 
| 
8 | A Yes. 
| 
ae 9 || THE COURT: Anvthing else, Mr. HacCrate? | 
@ | - | 
| H 
, 10 jj MR. MacCRATE: MoO, your Tlonor. ! 
H | 
| . . 
ll | THE COURT: I will overrule the objection. 
| 
12 | (Plaintiff's Exhibit 148 for identification 
13 Il was received in evidence.) 
i 
14 | uP, PARRFit: I with wead the Lecter. 
| 
5 || (Exhibit read.) 
\ i 
» 16 Q Mr. Shippeo, in of about June 1964 cid you have | 
| 
ze 7 | a conversation with Mr. Coan? 
Sa | 
: 18 i! A Yes. 
/ i 
19 ; @) Can you tell me what that conversation was 
I 
2004 about? 
21 1 A Can you refresh my recollection? | 
= Q Don't you recall it? | 
| 
= THE COURT: Doh't argue with the witness, please. | 
| 
7 i MR. FARRELL: I will show you Plaintiff's Fxhibit| 
| 
- 149 for identification and ask whether that refreshes his | 
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recollection. 


MR, MacCRATE: irst, pleasc? 


THE COURT: Don vou Nave a copy of 149? 
The question is whether look) 


recollection. 
THE WITNE 
THE COURT: ALD. Frient 


A yes 


that a change was 


Mr, Learned was talkine w 


Anything else? 
Yes. 
Do you need this? 
like to loox at it again, plea 
to witness.) 
aA concerneda vlarburg having raised their 


services or offered their services again 


Si 
pe | 


public financing he neecec 


wt oe 


Q Do you remember arything else about the conversa-! 


A That was the substance of it. That was that 
we had earlier expected the chance coming up to the: ing 


Co 
wort 
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ars 
regulations in Washington. 

Q Did you report tha ’ Ancerson, that 
conversation? 


A Yes, I discusse 


or his secretary? 


A 


with Mr. Coan in connection +: 
application before the Oil ins 
A Yes, I did. 
At that time whet 


Me. Coan, told 


Washington to participate 


have an opportunity of speakine with Secretary 


‘@) Who wanted 
A Mr. Durand 


Anderson. 


Did you advise, Mr. 5 


néerson 
Yes, T.did. 


MR. FARRELL: 
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151 which was previously P-200. 


X 


your Honor. 


nection. 


(Plaintiff's Exhibit 
was received in evidence.) 


I will 


Import Appeals Eoard on 
and the supplementary subini > 


application 


license created serious controversy in 


as 


4 


industry, with competing oil companies 
granting to Phillips of the import aut! 


essential for the Puerto Rican projec: 


forward. On July 33, 2954, a public 


on the application of Phillips for a: 


authorization for Puerto Rico was 
Oil Import Administration of the 


Interior, at which EDA supported the 


Mi. MaerRATE: Subject to the con 


tinuing objection) 


for an import 
the oil 


opposing the 


2 go 


hearing 
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application and various representatives of other 


in 
1 


a8 


oil companies and oil industry groups appeared 


hearing on July 31, 1964, 


~ni¢94 


accompa: 


Amadeo I.D. Francis 


a6 Joint S3-A. 


Stanley Learned, president and chie 


ober 
=P 


« 


£ficer of Phillips and that part of the transcr 


Waldby, manager, petroleum p 


development of Phillips” 


is marked as Joint 53-¢. 
Kron, manager marketing research 


ertilizers and chemicals for 


a 
Je 


transeript is, marked as J<53=! 


"And W. W. Keeler, chairman of the executive 


committee of Phillips” 


ipt is marked as pages 55-76. 


presented five 


Of its presentation which have heen marked at 


trial proccedineas as Joint Exhibit 
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"(37) At the hearing on July 31, 1964, 
testifying in general opposition to the Phillips' 
application for an oil import license were the 
following representatives of o 
and the oil industry: 


THE COURT: Us ‘the 


MR. FARRELL: I will just read the companies. 
The following companies testified in opposition 
* application: 


Standard O11 Company New Jersey, Tronical 


Gas Company, Inc., Atlantic Refining mr z¢ Oi 


1 & 
Chemical Corporation, Commonwealth Oil Refining Company, 
Compania Petrolera de Puerto Rico, Inc., St. Clair Refinine 
Company, Texaco, Inc., Gulf Oil Corporation, Globe Oil 
Company Virgin Ilsands, Inc., Standard Oil Company of 
Indiana, Socony Mobil Oil Company, Inc., 
Petroleum Association of America, 
"(53) In August 1964, 
‘hearing conducted by the Oil 
of the Department of the Interior, 
Submitted supplemental statements 
Phillips' application for an oil import allecation 


Gated respectively August 24, 1964 and Aucust 26, 
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1964 which have been marked at pretrial proceedings 

as Joint Exhibits 56 and 57." 
BY MR. FARRELL: 

Q Mr. Shippee, turning your attention to the latter 
part of 1964, that is after the hearings August on, did 
you continue to work with respect to the petrochemical 
project? 

Yes. 


Tell us what you did and be as precise as 


A Well, we actively pursued -- Prudential Oil 
Corporation actively pursued -- 

MR. MacCRATS: Your Honor, it has to be what 
this individual did. 
THE COURT: i understand that. 

A I prepared a proposal and submitted it to the 
board of directors of Prudential Oil Corporation, a 
proposal to establish a company in Puerto Rico and the 
board gave their approval and I prepared a memorandum and 
arranged to visit Bartlesville to discuss it with Phillivs 
Petroleum as a candidate satellite plant for Puerto Rico, 

I also pursued my earlier conversations with 
Hercules, with Monsanto and Allied Chemical. I received 


reports from Mr. Young and Mr. Willey of their activities. 
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MR. FARRELL: Mr. MacCrate, I am now goi 


ti 
offer Plaintiff's Exhibit 153 which was previously Defendant's 


530 dated 9/21/64. 


(Continued on next page.) 
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MR. 

THE. COURT: Pow a 
recess. am inclined to think 
have to be sustained. But I will 


absence of } ju on. 


Now, Mr. 
nd meet with Mr. 
did. 
When was that? 
In January of 1965. 
Tell me how 


I requested 


Mr. Anderson's par ere in New 


Plaza, to 
visit Mr. 

Q ; is ne? 

A Wright arranged 
together with Wright @#orly in 


you tell us who 


Me. Weigqnt).) Me. Wil 


the meetings, but we had three se 


with the head of produ 


Wno was that if you 
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nat up at the next 
objection would 


hear you en it in 


to Bartlesville, 


for me to 


meeting, and we wernt 
anuary. 
was at that meeting? 
myself were at all 
We had 


meetings. 


Phillips. 
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recall his name. We had a meeting 
with Mr. Learned, we also met with Mr. Keeler. The 
principal meeting was wi M Learned, 
Q Turning your attention to the meeting with 
Mr. Learned, where did that take place? 


A In the headquarters 


in Bartlesville, 
Q Do you know the date of the meeting? 


A " 8th or between the 


5th and the 10th, in that are 


Q Can you tell me at the meeting who was 


present at the meeting with Mr. Learned? 

A Mr. Willey, Mr. Wright and myself. 

Q Can you tell me what was said at the meeting, 
and tell the substance of what was said, and who said it? 


A I said most of the conversation. 


brought with me financial information about Prudential 
Funds, and I had also brought a proposal for a chemical 
plant in Puerto Rico and I asked Mr. Learned to study our 


memorandum and tell us how Phillips could support our 


establishing a satellite plant within the context of the 


undertaking to the Puerto Rican government for plowing back 
profits and for attracting satellite plants. 


I reviewed the financial position of Prudentia 
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Funds and carer out our requirements in order to unde ph 
the large scale financing of some kind of support, and Mr 
Learned told me that he would study it and wou 


know. 


A We exchanged pleasantries and congratulations 
about the progress of the project, but I had restricted 


this meeting to a business subject and 


Q Did Mr. Learned say anything else? | 
{ 
| 
| 


when the m ing was made, namely this tellite plant. 
you Plaintitf's 


mentioned in your prior answer about a memorandum you showed 


Yes. 

Q T show: you Plaintiff's Exhibit 158. for 
identification and ask if that is a copy of the memorandum 
you showed Mr. Learned. 

A Yes, that is a copy of the memorandum I took 
and gave to Mr. Learned. 

MR; PARRELL: i offer, that, your 


prior number -- the date was Jinuary ‘65. The prior number 


was D-90. 
MR. MacCRATE: I believe this was an enclosur 
to another document. Are you offering the document to 4 


that was an enclosure? 
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MR. FARRELL: No, I'm not, although I'd be 
to offer it if you would tell me what document it was 
it was enclosed with. 
MR. MacCRATE: PX 79. That is the old 
number. 
MR. FARRELL: Do you have the date? The 
date would help us find it right away. 


MR. MacCRATE: Rather than take up the 


time, I will reserve to connect at a later time. 
THE, COURT? (Ald wieght, Exhibit 299 willbe 
received without objection with the understanding that wehn 


‘the covering letter or letter that went with it is produced; 


MR. FARRELL: That's satisfactory, your 
Honor. 


(Exhibit P-158 was received in evidence.) 


that may also be received. 


Q Mr. Shippee, thereafter -- I'm talking in 
_the period following your meeting with Mr. Learned, did you 
meet with other -- well, let me finish with that date. 
Going back to the day that you met with Mr. 


Learned, you met with other Phillips officers, is that 


Yes, P did:. 


And you told us who they were? 
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Yes. 
Was Mr. Adams one of them? 
No. 


Who were they? 


Mr. Keeler, the vice presi in charge of 


production, and vice president in charge cf oil transport. 
THE COURT: Three different people? 
THE WITNESS: Three different people. 


Q Can you tell us the content of -- where 


did the conversation with Mr. Keeler take place? 


A In the: corridors of the executive offices. 


Q Was that a very long meeting? 

A No. It was an introduction meeting. 

Q How about your conversation with the other 
gentleman in charge of transportation? 

A Mr., Wright had an oil transport company and 
so we were spectators at his conversation with the vice 
president of oil transport. Our Prudential Drilling Funds 
were doing drilling with Phillips’ subsidiaries in Canada, 
and I met the production vice president in regard to that. 

THE COURT: Let's try to restrict the 
testimony to Puerto Rico, if you will. 

Q Was there any talk about the Puerto Rico 


project? 
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A That was with Mr. Learned. 


3 | Q In other words, there was no conversation 
4 | with this transportation man? 
5 | A No, there was not. 
| 
6 | Q Subsequent to the meetings that you have just | 
7 } described, did you meet with Mr. Waldby? 
8 A Yes. 
9 | Q When abcut was that meeting? 
{ 
‘ . 2 : ! 
10 : A Id like to he refreshed, if you can help me. | 
| } 
11 | Q Let me show you Plaintiff's Exhibit 163 -+- } 
12 | THE COURT: Is there any doubt about whether | 
3 | he met with Mr. Waldby, Mr. MacCrate? If not, let's just | 
14 | State the date for the record and let's move along with 
H } 
i 
15 | this trial, It is getting a little too slow. 
} 
} 
16 Do you concede, Mr. MacCrate, that he met with} 
{ 
| 
‘ 4 
"7 | Mr. Waldby at a particular time? j 
18 MP. MacCRATE: If I could have the date 
| 
19 | identified, your Honor, I believe I can concede it. 
i 
{ 
0 | THE COURT: Isn't there an exhibit that will 
a | 
‘ i tell us that? 
} 
os : 
apes MR. FARRELL: Yes, there is. 
23 my t ry ' 
{I Th5 COURT: Let's go. 
2 


MR. MaCCRATE:) (What: is the date, Mr. Farrell? 


25 MR. FARRELL: February 8th. 
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All right. February 8, 1965. 


THE COURT: 
The witness here met with Mr 


Frame the next question. 
was his position 


Waldby. 
And who was “Nir. Waldby, what 


Q 
ficer of Phillips 


a 


at that. time? 
fr. Waldby was an of 


A Ni 
Petroleum, and he was designated for the core plant in 


Puerto Rico. 
chedule, 


ES 


A The construction 
we could expect to have chemi 


tream, when 
~ 
Nes. 


bringing it ons 
feedstocks for the satellite pla 
Your Honor, I offer Plaintiff's 


MR. FARRELL: 


‘Exhibit 168. 

YIIR DIRE EXAMINATION 
BY MR. MacCRATE: 

nippee, Plaintiff's Exhibit 168 for 


Q Mr. 
identification indicates "Copy to R. B. Anderson, N. Shippee 


SB. d« Willey and W.B. Wright.” 
Did you send a copy of this document to 


yourself? 
A Whenever I addressed a memorandum 
Sicned this 


file, I also had a copy put on my desk. 1 


Yes. 


NMS, with my initials. 


' 
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Q Ana it was just to these four individuals, 
is that correct, that you sent a copy of this memorandum? 

A No. A copy to file also went to the main 
files and it woul have gone to interested people within 
the company, but we were shown as copies. 

Q No copy of this went to Phillips, aid it? 

A Not from any recollection I have, and it 
doesn't appear on the face. 

MR. MacCRATE: Your Honor, I renew my objec- 

tion. This is to the group of Anderson, Shippee, Willey 
and -- 


THE COURT: I understand. And I am prepared 


~ 


to sustain the objection. I will permit this witness to 


testify, as he already has been asked, about his conversa- 
tion with Mr. Waldby in Bartlesville on February 8, 1965, 
and if he can't remember what he said, he may have reference 
to Exhibit 168 for identification to refresh his recollec- 
tion. 
Le First, however, his recollection has to be 
exhausted by questions. 

Q Well, do you remember anything other than 
what you testified about about the meeting with Mr. Waldby? 


A Could you refresh my recollection? 


In addition to describing what I previously 
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stated, Mr. Waldby stated that Phillips would welcome 
partners and suggested that the immediate area of need is 

a 50,000,000 pound plant to make anhydride from orthoxylene, 

THE COURT: And what if anything did you tell 
ir. Waldby? 

THE WITNESS: I told Mr. Waldby that we would 
like to pursue it under the msst favorable conditions as to 
purchase price we could obtain from Phillips. I told Mr. 
Waldcby that we had good access to macketing information, 
and this did represent a potential which we have the 
capabili 


MR. PARRELL¢:, \Me. MacCrate, I wi now 


Plaintiff's Exhibit 165 for identification, which was 


previously E188, dated 1/14/65. 
MR. MacCRATE: No. objection. 
THE COURT: Received in evidence. 
Exhibit P-1l65 was received in evidence.) 
MR. FARRELL: Now, Mr. MacCrate, I offer 
Plaintiff's Exhibit 169, which is previously E44W, 2/16/65 
MR. MacCRATE: May I inquire of the witness? 
VOIR DIRE EXAMINATION 
BY “MR. MacCRATE: 
Q Mc. Shippee, referring to Plaintiff's Exhibit 


169 for identification, in the lower lefthane corner of 
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your letter to Mr. Learned appears the notation, " 
Phillips Petroleum Company, 80 Broadway, New York, 
>" and beneath that, "bc, Messrs. R. B. Anderson, 
W.eH. Wright." And beneath that appears, “bbc, Mr. J. Coan.' 
Could you explain to the jury what those 
notations 
A The "cc" is a carbon copy which showed on 
the ariginal. The “be" or blind copies are shown on the 
carbon copy to Mr. Anderson and Mr. Wright. “bie” 
was @ blind blind copy that only showed on the file copy 
and a copy to. Mr. Coan. 
Q So that the copy that Mr. Learned received 
had no indication on it that a copy went to Mr. Anderson or 
Mr. Coan? 
No, Lt ‘did: not: 
FARRELL: 1 otter) 1t, your Honor. 
MacCRATE: No objection. 
THE COURT: Received in evidence. 
(Exhibit P-169 was received in evidence.) 
MR. FARRELL: And Mr. MacCrate, I now offer 


170, which is dated May 17, 1965, and previously marked 


44x. 
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VOIR DIRE EXAMINATION 
BY MR. MacCRATE: 
Q Mr. Shippee, on Plaintiff's Exhibit 170 for 
identification, again in the lower lefthand corner appears 


"bec, Mr. William Wright," and "bcc Mr. J. Coan and Mr. 


| 
Tt. RK. Young.” | 


Now, this is a copy of a letter to Mr. Waldby |] 
is that correct? 
A TES) 2%. i8% 
> Q But on his copy there was notation that copies 
were going to Wright, Coan and Young? 
A 
THE COURT: No objection? 
MR. MacCRATE: No objection. 
THE COURT: Received in evidence. 
(Exhibit P-170 was received in evidence.) 
MR. FARRELL: Now, your Honor, to keep the 
chronology, I will bring us up te date on the stipulation. 
L. The Initial Determination of the Secretary 
of the Interior in February 1965 and the Negotiation of the 
Agreement between Phillips and EDA. 
(59) On February 11, 1965, Secretary of the 
Interior Udall issued a statement which has been marked at 


Pretrial proceedings as Joint Exhibit 59. 
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(60) Following the Secretary of the 2 
Interior's announcement in February 1965, representatives of 
ment and Philliops in February, 1965 
entered into negotiations as to the definitive terms and 
conditions us0on which Phillips would establish a project 


in Puerto Rico. 


Now, I will read the first two Paragraphs of 


MR. Macci > Your Honor, I would like to 
read the balance of this document. 

THE COURT: All right, you may read the balance 
of it. This is a press release by Secretary Udall, is that 
what you're reading? 

MR. MacCRATE: Yes. 

(Mr. MacCrate read from Joint Exhibit 59 

in evidence to the jury.) 
MR. FARRELL: Continuing, paragraph (61): 
Following the Secretary of the Interior's 


announcement in February 1965, there were renewed protests 


from representatives of other oil companies and oil industry 


groups. Under date of March 8, 1965, EDA Administrator 
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Rafael Durand submitted a letter and memorandum to 


acini. 


3 Secretary Udall Summarizing the history of EDA's efforts 
4 | to promote a — refinery in Puerto Rico, which letter aa 
5 | memorandum have been marked at pretrial proceedings as 
6 J-60 and J-61. 

| 
7 Also under date of March 8, 1965, Learned 

| 
8 | sent a letter to Assistant Secretary John M. Kelly of the 
9 | In terior Department which letter has been marked at pretrial 
10 | as J-62. 
1] (62) Dusing March, 1965, additional public 
12 | hearings were held in the Interior Department with respect 
13 | to the Mandatory Oil import Program. At these hearings, 
14 | opponents of dibin Phillips proposal recommended revisions 
1S | in the import Program as set forth in Appendix B to the 
16 statement of Mr. True, vresident of the Independent 
W Petroleum Association of America, given on March 10, 1965, 
18 which statement has been marked at pretrial proceedings as 
19 J-63, and Appendix B to that statement as J-64. 
20 | In addition, Sam Casey, president of 

| 
21 | Commonwealth Oil Refining presented a statement which has 

| 
22 | been marked as J-65. EDA Administrator Rafael Durand 
3 | Submitted a supplemental statement on March 22, 1965, which 
2A has been marked as J-66, and Learned Sdimibeed a statement 


ina letter to Secretary Udall dated March 22, '65, which ha$ 
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been marked as J-67. 
(63) On March 14, 


Interior released the text of a 


dated May 11, 1965, to Governor Roberto Sanchez Vilella 


of Puerto Rico and Stanley Learned, presiden 


which release and letter have been marke 


(t 
i 
@ 
Ww 
pa 
ct 
wo 
a 
oo 
0 
a | 


(64) Foiscowing the Secre 


wena ~<a aioe oes enionnestatesaenenaelisigiaen SU somamapamne 


announcement of May 14, 1965, Phillips and the Commonwealth 
Government completed an red into an agreement on May 


r 


27, 1965, which has been marked a 


EDA and Phillips concerning the establishment 
petrochemical facility in Puerto Rico, as a result 
discussions between EDA and Phillips, Durand sent a 
dated May 27, 1965 to Learned, which has been marked at 


pretrial proceedings as J-7l. In addition, Learned sent 


a letter dated June 11, 1965 to Secretary of the Interior 


Udall, which has been marked at pretrial proceedings as 
J-72, in response to the Secretary's request to clarify 
the meaning of Phillips" commitment to limit motor fuel 
production of the project to a maximum of 49.6 percent of 
the net charge used. 


Now, Mr. MacCrate, I will at this time offer 


Plaintiff's Exhibit 176, 177, and 178 =~ no, not 178. 
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176, 177. June 24, '65 for the first. ane, 
July 7, '65 for the second one. They have previously been 
marked -- 

MR. MacCRATE: I have got that. No objection | 
to P-175. Objection to P-176 as irrelevant. 

THE COURT: 175 is received in evidence. 

What about 176? 

MR. FARRELL: No, 176 and 177.. 175 hasn't 
been offered. 

COURT: I'm sorry, I heard the number 

incorrectly. 


MACCHRATE Now IT was in error, your 


No objection to 176. As to 177 there is a1 
notation at the bottom which did not appear apparently on 
the original letter to Mr. Waldby, and I would object to 
its receipt. 

THE COURT: All right, I will eliminate the 
note on the bottom. I assume that Presents no problen. 

MR: FARRELL: oNo. 

THE COURT: All right. Number 177 will be 


received as redacted. 


(Exhibits P-176 and P-177 as redacted, 


received in evidence.) 


SOUTHLAN DI i ICT COURT REPORTERS. US COURTHOUSE 


a 


Shippee-direct 374 

Q Now, Mr. Shippee, turning your attention to 
the period in the summer of 1965, and beyond, didyou 
continue to weet. eieh respect to the petrochemical complex? 

A Yes. 

9 Tell me what you did and be as precise as 
you can. I'd like you to make it as short as possible. 

THE COURT: What time period now? 
MR. FARRELL: We're talking now from June, 
July '55 forward, your Honor. 

A I worked principally on the satellite 
proposal of Prudential Oil Corp. for a PVC plant in Puerto 
Rico. We met with a so-called Kugler Group, wno was a 
trained engineer and chemist in PVC and who had worked with 


a PVC plant. To form:the operating group we incorporated 


the Puerto Rico Polymer Company. And we prepared to construct 


a chemical company in Puerto Rico timely with the construc- 
tion of the core plant, but scheduled to come after the cor 


Plant was in operation. 


Q Did you meet with anyone from the Economic 


Development Administration? 
A Yes. 
Q With whom did you meet? 
A I made a visit, a trip to Puerto Rico, and I 


met Mr. Diaz-Hernandez and others. I also met Mr. Van Hyning 
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I met the bankers. I can't remember 


hames. I met the lawyers, Dubon & Dubon. 
MacCRATE: Can you fix the time? 


A I would like to refresh my memory i 


have somethings. 


I will show you Plainti 180 and ask 


f£'S Exhibit 


os 


Q 
you if that refreshes your recollection. 


A Yes, this refreshes my recollection as S@ariy 


aby 


in August, since wrote to Mr. Van Hyning on August 17¢ 
@e gave me during his 


thanking him for 


Q “Ow, turning your 


inter of 1965, did you work on 


Q And tell us what you did. Again, be as 


brief -- be precise, but brief. 


A We pursued our project -- 


Q Who is “we"? 


A Prudential Oil Corporation, under ny 


Girection pursued the project for a PYC Plant in Puerto Ric 


MR. MacCRATE: Objection, your-Honor. 
THE COURT: Well, I think he has already said 


ad 


that he was working on a PVC Plant in Puerto Rico and I 


think it is getting repetitious and cumulative. 
I'm just showing the time, tha 


~ 
ne 


MR. FARRELL: 
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he's continuing to work on it. 


Q Mr. Shippee, was there anything else? 

A Yes. We also met with others of Philliss. 
I believe their name would be Getty for one and Gorin 
Gorman for another, in, icernti j oth products the 
might also go into, and we received from Phillips 
products that they marketed in South American, chemical 
products that they marketed in South America, that we 


might survey in pursuit ci seeking an additional plant, 


a second plant. 
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FARRELL: It is my intention to offer 181. 


> 


MacCRATE: I object, your Honor. 


2st nen erneneiesaks -aeieamrenranGennninn 


COURT: Well, Exhibit 181 is the objection? 
NacGRATE: Yes’. 
THE COURT: I will permit the witness to testify 
whether he had a meeting in mié-Januery of 1966. If he had 


that meeting as a result of recuest he made of Mr. 


him £060 tell ws that also. I don't 


think we need the letter. 
If he had a meeting with Phillips, however, I 
ham to bring it ont. 
Q Mr. Shippee, did you have a meeting with Phillips - 
in January 1966? 
A 
Q you tell us who was at that meeting? 


you' refresh my memory? 


COURT: Where was the meeting, Mr. Shippee? 


WITNESS: I believe the meeting was in New 


THE COURT: All right. 

What are you showing him? 

MR. FARRELL: For the record I am showing him 
Plaintiff's Exhibit 187 for identification. 


A This meeting was in the latter part of January 
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January 27, in New York. Mr. Johnstone and Mr. Bethea 
visited Prudential, in our office -- 

MR. McCRATE: I object to the witness reading 
from the document, your Honor. 

THE COURT: He may refer to the document to 
refresh his recollection as to who was present and -- 

A It was at our office in New York, in Rockefeller 
Plaza and besides myself was Mr. Willey, Mr. Wright and 
Mr. Young. 

Q Tell us who said what and be as precise as you 
can and rest on your recollection as best you can? 

A The conversation was about the satellite plants 
that we had been pursuing and the support that we were 
looking for from Phillips. 

We were relying upon Phillips to give us 
either contract support or other help and also upon the 
requirement in the project application that profits would 
be plowed back into supporting satellite plants. 

We felt that if anyone deserved the opportunity 
for having access to the profits that had to be Plowed back, 
we certainly should be at least equal among cthers and we 
represented we wanted something concrete from Phillips now 
so that we could get on with our plans. 


Q Did you tell them that you had an interest in 
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the core complex? 

A Not that I recall. 

Q Do you recall what Mr. Johnstone said? 

A As I recall at that time I was satisfied that 

Johnstone -- 

THE COURT: What did he say? 

A Mr. Johnstone told me he would go back to 
Bartlesville with a better understanding and that he would 
take up our message with the higher offici in Bartles- 
ville. 

Q Is that all you can remember about the meeting? 

Without refreshing my recollection that is all 
i remember now. 

Q Do you want to refresh your recollection? 

A I would like to look again. 

(Document handed to witness.) 

Mr. Johnstone told me the request was more of a 
financial policy question than it was of Operations and 
that the question of plowing back profits would have to 
be decided when the profits were made but that he would 
take it up with the other officials in Bartlesville and 
we will hear further at a later time. 


QO Did Mr. Johnstone say that Phillips did not 


recognize any contribution by Prudential to the Origination 
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of the core plan? 

A No, that question did not come up at that 
meeting. 

Q Let me show you Plaintiff€£'s Exhibit 190 and 
ask you whether this refreshes your recollection? 

A That is dated February l€. This was another 
meeting. 

Q Tell us when was the second meeting, Mr. Shippee? 

A The second reeting -- 

MR. MacCRATE: May the record show that the 
witness is now consultin two documents together. 

THE COURT: Is he? If so the record will so 
indicate, 190 and 187. 

A It is my recollection that the next meeting 
took place on February 16. The date of this letter to 
Mr. Anderson -- 

Q That is Exhibit 190, the @ate of that? 

A Yes. 

Q Tell us what happened at that meeting and tell 


us first where it was? 


A The meeting was in my office in New York city 


and Mr. Johnstone returned. He told the -- 
Q Anyone else present? 


A i don’t recall. 
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Do you recall wr .t time of day it was? 
Yes, it was in -r2 forenoon. 
Now, what did Mr. Johnstone say to you and what 
did you say to him? 

A Johnstone told me that Phillips did not 
recognize any part of Prudential in the project and could 
offer no support. 

Gid you say to Mr. Johnstone? 

Mr, Johnston that there would be no 
further conversation about any of our plans for the 
satellite plants in view of that statement and that I would 
have : h M Anderson to understand whic he 
just 

Your Honor, this has brought us 
to February of 19 I am going to read again from the 
stipulation to bring us up to date. 
"mM, The continuing opposition and the amendment 
in December 1965 of the oil import Proclamation. 
“(66) Opposition from representatives of 

other companies and oil industry groups continued 

after the May 14, 1965 announcement of the Secretary 
On June 18, 1965, the Secretary 
made an announcement which has been marked at pre- 


trial proceedings as Joint Exhibit 73. Following 
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this announcement, the Governor of Puerto Rico, 
Roberto Sanchez Vilella, spoke to Secretary Udall 
by telephone and sent a letter to the Secretary 
dated June 29, 1965, which has been marked at 
pretrial proceedings as J-76. 

"On July 2, 1965 the office of the Secretary of 
the Interior announced the establishment of an inter- 
agency committee to review proposed modifications 
of the Mandatory Oil Import Program established 

3279, which announcement 
has been marked at pretrial vroceedings as J-76. 

"While the Phillips’ application for an oil 
import application and other amendments of the 
Mandatory Oil Import Procram were being considered 
by the special cabinet committee, FDA Adcministrator 


Rafael Durand, on August @, 1965, issued a statement 


which has been marked at pretrial proceedings as 


J-76. 

“Learned sent a letter dawted November 12, 1965 
to Cordell Moore, Administrator of the Oil Import 
Administration, which letter has been marked at 
pretrial proceedings as J-77. 

"On November 10, 1965 FDA Administrator Durand 


met in Washington with Lee White, special counsel to 


SOUTHERN Df (RIC COURT REPORTERS. US COURTHO I 
FOLEY QUARE NEW YORK NY = “ut.tace 


| 
| 
| 


re a 


Shippee - direct 
the President. Governor Sanchez of Puerto Rico 
sent a letter dated November 13, 1965, to President 
Johnson which has been marked at pretrial proceedings 
as Exhibit J-79, On December 4, 1965 Durand 
again wrote to White. This letter has been marked 
at pretrial proceedings as J -8l. 

"By proclamation dated December 10, 1965 
President Johnson amended the Mandatory Oil Import 
Program (As established by Presidential Proclamation 
3279), providing, inter alia, that the Secretary 
of the Interior may grant, in instances in which 
the Secretary determines that such action would not 
impair the accomplishment of the objectives of the 
proclamation, ‘Allocation of imports of crude oil 
and unfinished oils into Puerto Rico to persons 
as feedstocks for facilities which in the judgment 
of the Secretary will promote substantial expansion 
of employment in Puerto Rico through industrial 
development.’ The proclamation modifying 
Proclamation 3279 has been marked at pretrial 
proceedings as J-8l. In a related announcement 
which has been marked a pretrial proceedings as 
J-82 the Department of the Interior noted that the 


December 10, 1965 proclamation of the President 
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was based on the ‘Unanimous recommendation of the 


Department of the Interior and all other interested 


federal departments and agencies. 

"On December 21, 1965, the Secretary of the 
Interior issued amendments to Oil Import Regulation l, 
effective January 1, 1966 which have beer merked at 
pretrial proceedings as J-83. 

"On December 23, 1965, Secretary of the 
Interior Udall issued an order which has been marked 
at pretrial proceedings as J-84. On April 18,1973, 
Presidential Proclamation 4210 was issued, effective 
May 1, 1973, modifying Proclamation 3279. 

"N. Events in 1966 and 1967. 

"In January 1966, Phillips Puerto Rico Core 
Inc. (Core) was incorporated under the laws of 
Delaware. In March, 1966, the capital stock of 
Core was distributed 75 per cent to Phillips, 25 
per cent to PRIDCO. In 1970, Phillips purchased 
from PRIDCO 25 per cent of the capital stock of Core 
they owned by PRIDCO. On March 14, 1966 a con- 
tract was engered into between Phillips, PRIDCO ane 
EDA which has been marked at pretrial proceedings as 
J-85. 


"Jack P. Coan died on March 27, 1966. 
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"On September 27, 1967 the complaint in the 
present action by Prudential New York against 

Phillips was filed in the United States District 

Court for the Southern District of New York." 

FARRELL: 

Q Mr. Shippee, turning your attention to your con- 
versation with Mr. Johnstone by which you just testified, 
what did you do as a result of that conversation? 

MR. MacCRATE: Your Honor, what a person does, 
I object to that, as a result of a conversation. 

THE COURT: Well, it is impossible for me to 
tell what is sought to be elicited by the question. 

Q Mr. Shippee, did you speak with Mr. Anderson 
after that conversation? 

A I sat down and wrote a letter to Mr. Anderson 
immediately following the conversation. 

MR. FARRELL: I offer Plaintiff's Exhibit 190 
for identification. 
MR. MacCRATE: The same continuing objection. 
THE COURT: Very well, received subject to 
connection. 
(Plaintiff's Exhibit 190 for identification 
was received in evidence.) 


Q Mr. Shippee, I show you Plaintiff's Exhibit 199 
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for identification and call your attention to the first 
sentence and ask if Plaintiff's Exhibit 185 is the 


memorandum referred to? 


A Yes, it is. 


MR. FARRELL: Mr. MacCrate, I offer 185. 


Q Mr. Shippee, I show you Plaintiff's Fxhibit 189 
for identification and ask you if that is the memorandum 
referred to in 190. You can look at 185 too. i don*¢ 
want to confuse you. 

A It is dated February 16 and addressed to -- 

Q Just -- 


A Yes, tt is, 


Q The memorandum referred to in 190 is Plaintiff's 
Exhibit 189 for identification, not 185? 


ran Correct. 


MR. MacCRATE: So that your recollection is was 
Plaintiff's 185 was mistaken, Mr. Shippee? You identified 
the wrong document as being attached to that? 

THE WITNESS: Yes, I did. 


THE COURT: But you are now clear that it 


THE WITNESS: 


THE COURT: All right. 


MR. FARRELL: Which I offer, your Honor, 
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MR. MacCRATE: My continuing objection, 
your Honor, to 190. No objection to 189, 
THE COURT: All right. I'm somewhat puzzled; 
I'm receiving 189 on the basis that it is incorporated by 
reference and attached to 190. However, we'll go that way. 
(Exhibit P-189 received in evidence.) 
MacCRATE: I withdraw my o»ojection, 
Honor. 
OURT: To 1907 
MacCRATE: So we shan't ccenfuse th 
record. 
THE COURT: All right. 
(Exhibit P-190 was received in evidence.) 
Q At that time, Mr. Shippee, did you also write 
a night letter -o Mr. Anderson? 
A Yes, < did. 
Q Where was he, do you know? 
A I believe he was in Rome at the time. He was 
in Europe. 
FARRELL: Now I offer Plaintiff's 
Yous Hone. 
MacCRATE: Continuing objection, your 
Honor. 


COURT: Subject to connection. 
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(Exhibit P-191 was received in evidence.) 

MR. FARRELL: I'm going to read this one, 
your Honor. 

(MR. Farrell read.to the jury from Exhibit 

P-191 in evidence.) 

MR. FARRELL: I now offer, Mr. MacCrate, 
195 for identification. 
VOIR DIRE EXAMINATION 
BY MR. MacCRATE: 

Q Mr. Shippee, Plaintiff's Exhibit 195 for 
identification shows notations in handwriting in the upper 
righthand corner. Are those file notations with respect to | 
your files? 

A i don't. recognize them. iI can't tell you. 


Q Do you know if this document comes from your 


A It appears to be a copy of an original 
pecause it has my signature on it. I cannot otherwise tell 
you if it came from our files or not. This is my writing 


here. 


Q And you're referring to the upper part of a 


document dated July 8, 1964 which is one of a whole series 
of attachments that are now attached to the Gocument, and I 


wanted to inquire qhether all of those attachments went with 
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the document in just that form to Mr. Anderson? 

A Yes. The covering letter with the attached 
documents went. I don't know if this copy of the original, 
apparently, came from our files; I just can't tell you. 

ik. MA@CCRATE: If abject, your Honor, 6 this 
document going to Mr. Anderson on lack of connection. 

THE COURT: I will excuse the jury and rule 
on the objection. 

MR. MacCRATE: Also, I have an objection with | 
respect to the attachments. 

THe COURT: All rahe. 

Members of the jury, will you withdraw for 
Lunch, please, and return at about 2:15. 

(Jury left the courtroom.) 

MR. FARRELL: Your Honor, I have one house- 
keeping detail. 

THE COURT: All right, what's the detail? 

MR. FARRELL: We have redacted Exhibit 20. 

THE COURT: Fine, give. it to the clerk. 

What is the basis for the admissibility of 195)? 


MR. FARRELL: Your Honor, this is a communica- 


tion to Mr. Anderson by Mr. Shippee concerning the dispute 


that was then becoming quite clear between Phillips 


Petroleum and Prudential. It seems to me to be no reason at 
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all to object to it. 

THE COURT: It looks to me from the second -- 
perhaps I ought to hear Mr. MacCrate first. 

MR. MacCRATE: Well, it is a communication 
addressed simply to Mr. Anderson that has a’number of 


self-serving assertions by Mr. Shippee to which is attached, 


been received in evidence to this time; one of which, the 


memorandum of July 8, 1964, has a handwritten notation at 


and now pre ented, various latters, not all of which have 
| 


the top that is a strictly hearsay notation, which may or 


may not have been on any document tha r : Anderson 


But to suggest -- 

THE COURT: As I understand it, that particular 
document is already in evidence, July 8 '64. 

MR. MacCRATE: And without that notation, 
your Honor. 

THE COURT: I don't think there is any issue 
about the pencil notation. 

MR. FARRELL: We don't care. 

THE COURT: What concerns me is 
read the second paragraph of this document, it appears as 
if the author of the March 21, 1966 memorandum, which is 


the first page, or the first element of Exhibit P-195, 


is inviting Mr. Anderson to enter into litigation against 
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Puerto Rico Core, Ltd. on the side of Prudential or on the 
Side of plaintiffs, and this does not appear to me to 
represent by any stretch of the imagination any dealings 
with Anderson in his capacity as an agent of Phillips or 
dealing with Phillips by giving notice to Phillips of 
something through Anderson. 

This author is treating Anderson as a separate! 
interest adverse to Phillips, and therefore besides being 
self-serving, I think it is not binding on Phillips. Its 
transactions with Anderson perhaps in a different capacity. 

I have been talking subject to connection on 
the theory that it can later be established that Anderson 
had a rather broad agency or authority for the defendant in 
this case, and that it was broad enough so that a jury might 


infer that what Anderson was told or what Anderson knew was 


knowledge of Phillips and that what Angerson said might in 
Some stretch of the concept here be deemed to be the statement 
of Phillips, vicarious statement of Phillips. But this 
document here I can't see any basis to make it binding on 


Phillips. 


It is a self-serving invitation to Anderson 
to join in litigation against Puerto Rico Core, Ltd., and 


that is about all it is. 


MR. FARRELL: Your Honor, if I might also 


SOUTHERN Distaicyr cous 


iy 


jkit Shippee-direct 
point out, there has been some comment by Mr. MacCrate of 
the staleness of this claim. 

Now, we will show that we tried to straighten | 
this out well before the suit was brought, and that this 
continued into 1967. 

Now, all of these efforts, I believe, are 


part of this case, and they have been raised by Phillips, 


and any efforts that were made to resolve this matter up 

until the complaint was brought I think is relevant. 
secondly, the fact that this invites Anderson 

to take a course of action s':7I described does not 


make Mr. Anderson any representative of 


Phillips than he was at that time. 
THE COURT: Well, if he arranged any m 
through Anderson. 
FARRELL: Well he did. 
COURT: All right, he can testify as to 
those meetings. He can say that a meeting was held, and he 
can say that it was held following a request on his part 


to Mr. Anderson to schedule a meeting. But this particular 


MR. FARRELL: Well, I will -- 
THE COURT: ny cemands he made upon Phillips 


either directly or indirectly I will let him testify to. 


SOUTHERN Dl.itICT COURT REPORTERS, US COURTHOUS 
FOLEY «JUARF. NEW YouR Sy = °%-b to 


: 
sku, I believe, is objectionable on the grounds stated. | 


COURT Sure. 
FPARRELL: In view of Mr. Anderson's 


ambiguous situation in this litiga- 


tion, I think that the next to the last Paragraph on the 
second page is quite important. 
Now, at that point it is quite clear that Mr. 


Anderson had urged Mr. Shippee not to sue Phillips and -- 


If Mr. Anderson urged Mr. Shippee 
some point he can tell us that. 
I would take, because that might arguably be within the 
scope of Anderson's agency. 


MR. : We will do it that way, your 


MR, MacCRATE: There is a suggestion here, yout 


Honor, that Mr. Farrell is anticipating interrogation as 
to settlement discussions. 


THE COURT: But you see, you opened this 


question, Mr. MacCrate, on your opening statement to the jury 


as to the staleness of the claim, suggesting it is nota 
J J 


bona fide claim, which is a valid argument to make, and 
laches, and I have been concerned over this whole question 


of laches, particularly the other question we discussed, 
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laches after the action is brought. 

I think that is a separate question. But 
having tendered the question of laches, I think reasonable 
amount of evidence to show what efforts he made to assert 
his rights -- and I might say that they are ambiguous because 
in one of these meetings he's reported by one of the memo- 
randa as saying on several occasions that we, meaning 
Prudential Oil, did a favor to Phillips. 

MR. FARRELL: He's represented by a represen- 
tative of Phillips who said that. 

THE COURT: That’s right. You and I weren't 


there so we don't know if he said that not. 


MR. FARRELL: Right. But Mr. Shippee didn't 


testify that he said that. 

THE. COURT: I'm quite aware of that. So I 
think you can show that you made demand, and what demand 
you made. It's also been shown somewhere in this chain of 
proof that there had been some discussion with Anderson to 
the effect that he was to fix a quantum of whatever 
Prudential was to receive. Do I state that correctly? 

MR. FARRELL: I think you do, your Honor. 

MR. MacCRATE: Yes, that was the testimony 
of Mr.Shippee today. 


THE COURT: All right. I will sustain the 
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objection to 195, 
Now, do I have another one that r promised 
to hear you in the absence of the jury concerning? 
FARRELL: Yes. 
COURT: 1537 
4acCRATE: i153, your Honor. 


FARRELL: Yes, here it is. 


But you may be heard in support of it. 
FARRELL: Well, your Honor, it's been 


Shown from the stipulation of facts that at the day of 
£ 


COURT: I don't see any basis for ara 


this letter Mr. Coan had been retained by Phillips, and 
this was done aimost a year prior to this letter, and I 
think that under those circumstances and the fact that we 


wrote to Mr. Coan as on the first page of the attachment 


concerning diversification of petrochemicals, etc., is 


apprcpriate to bring to the jury's attention. 


MR. MacCRATE: There is no suggestion, your 
Honor, that Mr. Coan and Mr. Shippee were not on friendly 


terms. That is apparent in the frequent references in the 


record to that. But there is no relation of this particulan 
communication just bringing his friend, Jack Coan up to date 
On what's going on with Prudential Oil Corporation. It is 

a full review of everything they're doing, and that is totally 
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irrelevant to the case. 

THE COURT: I've already taken proof that 
they had expressed to 0’ -r people in Phillips a desire to 
pursue a Puerto Rico petrochemical project for their own 
account, they being Prudential. That is already in the 
record and I think that this other exhibit is somewhat 
self-serving and cumulative and not necessary to take it. 

MR. FARRELL: Well, your Honor, on the 

there is the item 2, Diversification into 
1966, ‘67; Puerto Rico Core Plant 
cempletion in large amount in petrochemical field. 

This refers to the core plant itself. 


MR. MacCRATE: But totally self-serving. 


THE COURT: I will sustain the objection to 


MR. FARRELL: Your Honor, on Exhibit 181, 
which you have sustained the objection to, which is a lettex 


to Mr. Chapman, I also would like to state for the record 


that at that time Mr. Chapman was retained by Phillips, 
and base my offer on the same ground that I base the offer 
which you just sustained the objection. 
MARKS: May I make a point on that one, 
your Honor? 


COURT: Yes, certainly. You see, I said 
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that he could testify that he had asked for a meeting, and | 
, 


that he could say they had a meeting, if in fact they did, 


and he could tell what took place at the meeting. 


your Honor, to deny or respond to the allegations in this 


MR. MARKS: I think Hr. Chapman's failure, 


letter to Mr. Chapman by Mr. Shippee is certainly something ! 
that the jury can draw an inference from because -- 

THE COURT: Which allegation in there should 
he have responded to? 

MR. MARKS: When he says that he was 
congratulating nim on the fine job of guarterbacking that 
he had carried out for all of + Mx. Chapman's BoRe eho 
was that Mr. Shippee and Prudential had no interest, it would 
seem to me he might write back and say "What are you 
talking about, that I'm carrying on for all of you? 
have no interest in there." 

But he didn’t do that. 

THE COURT: Would you, as a practicing 
feel that you had to reply to that kind of a letter? 

MR. MARKS: Given the history of this 
case and the correspondence with Mr. Chapman, your Honor, 
I think the jury could make an inference from that. 

MR. MacCRATE: t think it would be a most 


prejudicial opportunity for an inference, if an inference 
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could be drawn. 

THE COURT: You see, he's expressed in the 
same letter an interest that he has, independent of his 
claim to the core plant, and I think, I have to basically say 
I think it is irrelevant. I will adhere to my rviing. 

I will see you all at 2:15. I havea 
matter coming at 2, so just push the papers forward on the 
table so they can nave room. You don't have to 
away. 


(Luncheon recess.) 
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(2.15 p.m.) 


Mey Farresi. 
your Honor. 
EXAMINATION (Continued) 
ARRELL: 
Mr. Shippee, turning vour attention to March 
ir. Anderson to arrange a meeting 
with anyone in Phillips? 
i did. 
What did you say to “Mr. Anderson? 
lacCRATE: Can we fix a time time and place? 
COURT: Yes, let us fix the time and place. 
Q Let us have the date if you 4emember and the 
place and time? 
A It was in New York City. It was in -- could 
you help refresh my memory? The early part of 1966, was 
it January? 


Q I will show you Plaintiff's Exhibit 195 for 


identification and ask whether that refreshes your recol- 


lection (handing to witness). 
It was in March of 1966, March 21, accordina to 


this record. 
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THE COURT: You had a meeting with whom? 

THE WITNESS: With Mr. Anderson. 

I told } Anderson that we were considering 

litigation against Phillips hecause we had not 
found a way to reason with them in 
project or the sosition that we wanted to make with the 
satellite in Puerto Rico. 

He cautioned us against -- 

MaeCRATE: 1 is point interpose 
it 3 j y objection. 

THE COURT: ermit him to state the answer 
in so far as it has been taken. will limit any further 
inquiry as to whether he directed or asked Mr. 
to do anything with respect to Phillips and Mr. Anderson 
said he would do so. I will permit him to elicit that. 

But the fact that he asserted the claim to 


on this date, I will permit that answer to 


What did Mr. Anderson say to you, Mr. Shippee? 
A Mr. Anderson advised me against taking any 
liticsation against Phillips. Ne used the language to 
me that a small company should not pick a fight with a 
big company and replied to him that the question of 


might makes right went out with the First Worid War and 
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we were going to stand up for our rights whatever the 


t did he say you? 
A Ke again caution: that we should not go to 
litigation until every other avenue had been tried and 


I asked him would he try another avenue and he said he 


would contact Phillips on our behalf. 
Q Thereafter did you have a meeting with a repre- 


Phillips? 


Who was at the meeting? 
A Mr. Stanley Learned who was the Operating head 
c” “hillips and I believe it was the general counsel, 


Mr. Anderson was present, Mr 


Tell me what you said at that meeting? 
I addressed myself to Mr. Learned -- 
Where did it take place? 
A e meeting took place in Mr. Anderson's office 
in Rockefeller Plaza, New York, 


Q Go ahead, tell me what you said? 
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A I addressed myself to Mr. Learned on the basis 
of my earlier visit to Bartlesville in 1965 where -- 
That is not what he said. 
it out and start over again. 
Mr. Anderson was there? 
MR. FARRELL: Yes, 
In Mr. Anderson's office. 
Mr. Learned, Mr. Zeman, Mr. Willey and myself. 
THE Anderson was present? 


THE WITNESS: All of these were present, yes, 


THE. COURT: Lc Tell us what you said 
to them and then tell us what they told you, in substance. 
A I told Mr. Learned that I had been with him 


° 


in Bartlesville to discuss the satellite plant, that 


Mr. Willey i been with him in Bartlesville subsequently 


to discuss the project and both occasions he confirmed 
our mutual interest in both the satellite and in the main 
company plant and I found it inconceivable that since then 
and since talking with other of his officers about this 
satellite plant, that I should then have Mr. Johnstone 

us. that Phillips recognized no part o udential's 
action in the Core Refinery in Puerto Rico. 


Mr. Learned said that he confirmed that Phillips 
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did not recognize any part of Prudential and that the 
only standing Prudential would have would be like any 
other company coming to Phillips and seeking to put up a 
satellite plant. 

I then asked Mr. Learned if he would go to our 
office in the same building and review our files and look 
at all of the documents over the past several years and 
he told me that he would not go but that Mr. Zeman would 
go and Mr. M 2p left the room and went to 

£fice of and spent the next, the rest of 
afternoon, the next two hours or so looking through 


files. 


I joined them at that point and I saw Mr. 


to Mr. Zeman numerous copies of certain documents 


he requested for copy and Mr. Zeman took them from 
the Prudential office to return to Rartlesville. 
Q Thereafter did you receive a letter from Mr. 
zeman? 
A Yes, I did. 
MR. FARRELL: I offer Plaintiff's Exhibit 200 
for identification. 
MR. MacCRATE: No objection, your Honor, 
THE COURT: Received in evidence. 


(Plaintiff's Fxhihit 200 was received in 
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evidence.) 

MR. FARRELL: I will this to the jury. 

(Exhibit read.) 

MR. FARRELL: Having read that letter, your 
Honor, I should like to point out that Joint Exhibit 45, 
which is the Phillips' proposal of January 1964, was not 
produced in this litigation uatil November 1972 although 
it was demanded and a demand for documents was dated 
June li, L970. 

COURT: W would take that only as 

bearing on possible claim of lach es. I don’t thank 
it affects the ultimate merits of the legal side 


case for the jury but I will take that statement 


record 

MR. MacCRATE: May I state at the same time 
for the record there was no request for the production 
of documents in this matter until 1970 and we had the 


reatest of difficulty in locating materials at that 


time. 

MR. FARRELL: I will say, 
MacCrate ==> 

THE. COURT: 
by lawyers, do we? 


I will take the offer. 
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MR. FARRELL: They sure produced a lot of 


documents in response 


jury, these particu- 

direct concern. 

of the case. 
received the letter fron 


urther attempts to 


ror 


TH objection and 


ef the jury or 


I will take an offer of proof at the side bar, whichever 


counsel prefers. 


(At the side bar.) 


THE COURT: Do you wish to make an offer of 


TY witel offer to 


prove that Prudential 


~ -~ 


:thorized a member of the 


board of directors of 


nm 


Fred Glass, to meet 
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with Mr. Anderson and with Mr. Learned and there was 

an exchange of correspondence between Mr. Glass and Mr. 
Learned which ran into the year 1967 with the result that 
there was no accommodation reached and that is it. 

THE COURT: Will you stipulate he can prove that, 
Mr. MzeCrate, for the purposes of the equity side of 
this lawsuit? 

MR. MacCRATE: I believe that stipulation can 
be prepared, your Honor. it is not entirely precise in 
the form that 

CHE 

Yell, an individual concern had 
nothing to do wi t subsidiary company. 


THE RT: The parent company of plaintiff? 


COURT: I con't think that is of any great 
moment. 

MR. MacCRATE: I think that the question of 
with whom the discussions took place and what was said in 
those discussions bears directly upon the conclusory 
statement as to what was in fact entailed. There were 


iscussions primarily of a satellite facility and notion 


that this was a matter for settlement of this litigation, 


I think that raises a real issue, 
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THE COURT: 
for identification. 
They have been marked. 


What are the numbers? 


FARRELL: h is another one. 


COURT: the last date that this 


efforts covers? 


May 1967 appears to be the 


later if you like. 


nee of the jury? 


Ne will see. Probably. 


(Continued on next page.) 
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(In open court) 

MR. FARRELL: Your Honor, that is all I have 
at this time. 

THE COURT: All right, you may cross 
examine, Mr. MacCrate. 

CROSS EXAMINATION 
BY MR. MacCRATE: 

Q Mr. Shippee, I believe 
described yourself as a banker? 

A Yes. 

Q But you have had a number of other occupations. 
have you not? 

All arising out of venture capital banking, 
different activities, but my basic training and my first 
business activity was in banking. 

Q Well, you worked for this H&B Machinery 
Company from 1949 to 1953, didyou not, in Pawtucket, 

Rhode Island? 

A Yes, I was in Shanghai; they were our major 
customer; I was asked to go back to America and handle their 
foreign sales. That was a customer of our bank. 

Q What busines was H&B Machinery in?. 

A That was textile machinery and I was the 


foreign sales manager for getting their machinery to the 
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Caribbean and into India and Pakistan. 


Q Then in 1959, as you have indicated, you 


+ 


founded a company known as Inpak Systens, Ine.,; is that 


correct? 

A Yes;, 

Q What i ¢ i of Inpak Systems, Inc.? 

A I made an invention or was awarded an 
invention on packaging, display packaging for self-service 
items and I formed a machinery company which leased the 
machines and sold the packaging materials to make those 
packages. : public company and I then sold it to 
United Shoe Machinery, in 1964. 

Q In 1964 you sold it to United Shoe Machinery 
but in 1962 you were still a stockholder of Inpak Systems, 
ENG.2 

I believe I was the president. 

And you had an office there? 

Yes, I did. 

And where was that office? 

They were on the corner of Lexington Avenue 
and 45th Street. 

Q And you went to that office regularly? 

A Regularly, principally every morning. 


Q Now, in addition to your work in Inpak 
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Systems, Inc., during 1962 and 1963, in what other business 


€ 
organizations were you engaged? 
A Prudential Oil Corporation. 


Q Which is the Connecticut corporation? 


A Yes. 

Q And it was at that time a rather modest in 
size company that was just recently started, was it not? 

A It began in 1959. 

Q And it, and then other Prudential corporation 
flourished in due time a very c hey not 

A Well, very l relative. It became 2a 
public company it is 3 isted company on the 
American Stock Exchange. had its regular growth. 

Q And the assets in due course have grown 


to something in the order of 


A We have 9,000,000 barrels of oil and you 
may set the price on it, if you said $10, it would be 
$90,000,000. 


Q Is there a company known as N. M. Shippee, 


A There was. There is no longer 
conpany. 


For what period of time did that corporation 
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A I can't recall precisely, but it was during 


Shippee-cross 
| 


this period of time, and perhaps up to 19 -- through the 
‘60s, perhaps. 
Q What was the business of that corporation? 


A Personal ventures. I made several real es 


ct 
ou) 
ct 

Rees ee ee 


j 
wy 


projects, some of them were in Heritage Corporation and soz 


( 


were in Shippee, Inc. 
Q You have 
been in real estate business 


A Yes. 


What have you done in the real estate 
world? 
A Very little. We sought projects. 
concentration was in oil and gas exploration. 


did very little in real estate. We had one project in 


Montego Bay, Jamaica, that is still being sought after; 
it's never been concluded. We really never got very far i 
real estate. 
Q Do you have one in Spain and Madrid? 
A We sought cne in Madrid, Edificio Colombo, 
and we had a company set up in Madrid and we had a president 


active there, and we were about to make an investment of 
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$4,000,000, a 19-story building in Madrid, when the foreign 
a’ 
exchange laws changed, and since we couldn't transfer the 
money from America to Spain, we closed our office and came 
back to New York. 


Q And 


in that venture? 


A No. 
a partner in that a Know 1f Mr. Wright 


would have shared wi M erson, although they normally 
po - 


} 
tier in that 


venture. 
Q J be. h had no experience in the 
refining of crude oil, 
No, I had not. 
Q Personally. And you had had no experience in 
the processing of oil products or petrochemicals? 


A I personally had not. 


Q And you had had no experience in the processing 
of chemicals? 


A Correct. 


Q And you had not theretofore been in any 


activity that involved the sponsorship of 


petrochemical company, had you? 


A Correct. 


SOUTHERN OUWTKICT COURT REPORTERS US COURTHOINE 


Q Now, you indicated in your direct testin ny \- 
that there came a time in 1962 when you opened an office | 


in New York City, is. that right? 


Correct. 


Lx that date? 


being Prudential Oi 


MR. MacCRATE: 


| 
: 


i 

| 

| 

New York in 2962. not 
ux records would show. 

Q You already had one office at Inpak Services, 

then you personally had a desk and office at anothe 


sometime in 1962 in 


A I would like to explain that I began to go 


to Mr. Anderson's office in One Rockefeller Plaza during 


this period, in the afternoons with him, and then when our 


activities became larger, we took our own office on another 
floor in the same building and I don't recall exactly when 
we made that transition. 
THE COURT: Who is that "we"? | 
THE WITNESS: Prudential Oil Corporation of 


Connecticut. 
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THE COURT: And Mr. Anderson had a law 
firm there, did he? 


THE WITNESS: No, he had his own srite of 


he set upt Robert B. Anderson Associates, and had a suite - 
of offices in t! i of which I occupied some space, 
and then took ice; Prucential Oil Corpora- 


tion of Connec 


62 you actually shared 


offices, having come out of the Secretary of the Treasury, 
| 


Space with Mr 

A : Ls offi from time to time. tI siete 
consider that ipied hi j in ¢h 2 | 
paying him 

Q And he allowed you to do that at no expense 
to you? 

A Correct. 

Q And then you moved your desk to a separate 
location within the same building with Mr. Anderson? 

A Correct. 

Q And you continued to have offices in the 
same building with Mr. Anderson for what period of time? 

A I believe for six or seven years. 

Q You have made several to going 


back and forth to Greenwich in Mr. Car, Do 
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you drive back and forth or did you during this period, 

"62, '63, drive back and forth with himon a fairly 
regular basis? 

A One of Mr. Anderson's companies supplied him 

with a chauffeured limousine, and we used that 
time and frequently rode with him to Greenwich. 
he'd be out of the country and we'd take it by ourselves. 


THE COURT: Who is this "we" in this last 


Cordoration, 
lived in Greenwich with 
we all went to the same church, and we 
£. 
COURT: You all went 
limousine? 
WITNESS: No. We went to work by 
train. We came home by the limousine, because we went to 
ork at different times. 
THE COURT: All right. 
Q Now, there have been references to Prudential 
New York, plaintiff in this action, and the fact that it was 
formed in July of 1966. fs it correct that since that time 


Prudential New York has never maintained any books of accoun 
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No, that's not correct. 
Q Has it any time had any other business th 
the prosecution of this lawsuit? 
A None to date. 
Has it had any funds at any time? 
Yes. 
When did it first have funds? 
I would have to refer to the records and 
ask the treasure 
£ interrogatory 3 and 
in this action, and the answers 
given th on April 26, 1971, and : L£ that @o 


refresh recollection in this matter. 


, 


MR. MacCRATE: Your Honor, would you like 
to have this marked for identification before I show it 
him? 

THE COURT: If it's on file in the cease, 
not necessary. If the originals have been docketed. 


MR. MARKS: May the question be read back, 


THE COURT: S just been asked if that 


particular paper ‘that's been filed in the action refresh 


his recollection with respect to the last answer. 


THE WITNESS: This does refresh my recollection 
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My answer is the same that I gave you. 


Q Well, did you not, Mr. Shin ee, verify the 
Ppp 


answers to these interrogatories in 1971? 


MR. FARRELL: I object to that, your Honor. 


He said it didn't refresh his recollection. 


THE COURT: I will allow it if there is a 
reasonable basis for asking it, he may be asked that. 
Perhaps you ought to show him the Original interrogatories, 


MR. FARRELL: There is no inconsistency, 


your Honor. 


THE COURT: Hand them to the clerk. Which 


interroegatory did you ask about? 
iR. MacCRATE: I asked about interrogatory 3 
\ 
and interrogatory 4, your Honor; the verification of the 
interrogatories appear on the page following page 27. 
THE Cour?: I think counsel had best approach 
the side bar. 


(AT the side bar.) 


THE COURT: I don't really see the 


MR. MacCRATE: Your Honor, the inquiry retains 
to the business of the company. 

THE COURT: I don't see answer to number 
3 is inconsistent with his testimony here, ex 
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that second word means "scld" rather than 
think that is inconsistent. 
MR. MacCRATE: But item (d) the dollar volume | 
business transacted and any business -- 
THE COURT: Where is the answer 


MR. MacCRATE: That appears that "It is not 


of this action. And then at 4, the answer is 


THE COURT: I see the 


applicable," because its Only business is the prosecution | 
| 
| 
| 


of the company. 
THE COURT: Well, all right, his atte: 


be directed to the answer to interrogatory 4. 


He may be asked "Do you recall veri ying 
this answer to the following interrogatory?" The 


interrogatory can be read and the answer can be read. 


(In open court.) 
BY MR. MacCRATE: 
Q Mr. Shippee, was the following interrogatory 
propounded and answered and verified by you in answer -- 


A Yes, it was. 


Q I will read it to you so that you may 
confer. 


I have just inspected this. 
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THE COURT: It may be read. 

Interrogatory 4: 

"Please identify each of the books and 
records maintained by or on behalf of Prudential New York’ 
Stating the person or persons responsible for maintaining 
such books and records, who has custody of each such 


book and record, and where they are located. 


consist of E inute book, including its certifi- 

cate of in i ylaws and minutes of meetings of 
rpora Lrectors, at i bax returns, All ot 

the books and poratior in the 

of Patricia } £ £3 € the corporation 

" 


New York. 


answer in 1971? 


Q And you will note there is no reference there 
to any books of account? 
MR. FARRELL: Your Honor, I object. 
THE COURT: Well, he may be asked whether it 
has any books of account. 
Q Were there ‘books of account in 1971 at the 
time you answered this? 


A My answer said that I would have to refe 
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the records and to the treasurer. I will have to refer to | 
“nA 
the treasurer. 
THE COURT: What counsel asked you, as 
recall it, is did Prudential Oil Company of New York hav 
any books of account? You understand what books of account 


are? 


THE WITNWHESS: Yes, I do, and I believe ey 


THE COURT: Dad they in 


THE | iE I believe y had books of 


account from its origin. I know that they paid bills. I 


know they he fees leading up to this trial. £I 


| 
but of my own personal knowledge -- | 
| 
| 
| 
1 
| 
| 
| 


know thet. cl } /are fawn On Prudential Oil Corporation of 


New York and I have signed them, But I'd have to refer to | 
| 
| 


the treasurer. I have two signatures on a check and I'n 


one of them, but the treasurer keeps the books. 

Q During this time, 1966 and following, there 
has been another Prudential Oil Corporation in existence 
at some time, has there not? 

A The record will have to answer the question 
because I'm confused. 

THE COURT: He's asking for your best memory 
Mr. Shippee. He's asking your recollection. If you don't 
know, you can tell him, but he's asking whether at any time) 
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during that time period there was another corporation of 
the same name, if you know. 

THE WITNESS + Ln iod of Prudenti 
lew York, was there another \ j same name? 


THE COURT: 


QO Yes, was there 


Corporation? 
A Within ¢ ential group, because there 
was a Prudential Oil ation in Texas not related to 


us. 
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Q But within your Prudential group there was 
a Prudential Oil Corporation, a Delaware corporation, 
was there not? 

A I would have to consult the records. I believe 
it was Prudential Funds, Inc. 

Q The names were changed from time to time? 

A That is the part I would like to consult the 
records because I wouldn't rely upon m; 

dates those names changed and ie f ion 
of the subsidiary took place. 

Q At one time there was a Prudential 011 Corpora- 
tion, a Connecticut corporation which no longer 

A Yes. 

Is that correct? 
es. 

Q Then there was a Prudential Oil Corporation, a 
Delaware corporation, that no longer exists under that 
name? 

A Under that name. 

(9) And now, since 1966, there has been a Prudential 


Oil Corporation, a New York corporation? 


A A wholly-owned subdiary of the parent company. 


Q The parent company of Prudential O11 Corporation, 


the New York ‘corporation, is 


SOUTHERN DEI RICT COURT REPORTERS, US COURTHOMSt 


Shippee - cross 
At this moment? 
At this moment. 


The Prudential Grou parent 


Q 
holders 
held 75 

A Something ove 


of the amount but the 


Mr. Willey 


Approximately $10,000. 
Q Now, early in 1962, you made a proposal did you 
not for the formation of Orporation to which you have 


. 


referred just a “7 moments ago by the name of 


Heritage Corporation? 
A Yes, we did. 


Q Heritage Corporation was a corporation that you 


rovosed be formed with Mr. Willey and Mr. Anderson and 
c y 


iz. Wright, was Lt not? 
M FARRPLES Feb ect co this. 
J 


sete 


apparent relation to this lawsuit. 
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THE COURT: I think Heritage Corporation was 
mentioned during the direct testimony so I will permit 
limited inquiry. 

A Yes. 
Q It was anticipated upon its formation that it 


would hold stock in Prudential Connecticut, was it not? 


A It was to be, to invest in Prudential Connecticut 


stock, yes. 


Q Also in Currency 
A at 
@) Also 

MR. FARRELL: 

It has been established -- 

THE COURT: t may be but if they in fact invested 
in any of those companies and this witness had anything to 
do with the ownership or management of Heritace during 
the relevant period, I would permit that to be developed. 

A Yes. 

THE COURT: Not whether they intended to but 
whether they did would be of relevance. 

Q The proposal was presented to the board of 
directors of Prudential Oil Corporation make shares 
available to Mr. Anderson and ‘to Wright, was it not? 


A Correce. 
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Q But they did not want their names to appear, 


isn't that correct? 


foundation. 
THE COURT: I will sustain that as to forn. 
MR. FARRELL: It is not true. 

Mr. Anderson had any particular 
discussion ahout his nam appearing I will take that 
subject to connection 

Q 
time, 
Oil Corporation to 
A 
Q Did he indicate to that he did 


have the shares in his name? 


COURT: Die he say it to you in words or 


substance? Let's not have indicate. Did he say it 


to you? 
A Mr. Wright told me, not Mr. Anderson but 1 
understood he spoke for Mr. Anderson and himself. 


I would tell you what Mr. Wright told me 


I will ask that, what did Mr. Wright 
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A Mr. Wright told me that he and Mr. Anderson 
had a lot of interests in natural resources, including 
Vantures Limited in Connecticut and with certain oil 
transports in the United States and Canada. 
Since they dealt with many oil companies they 


didn't want to be identified with a particular oil company 


and they would be glad to help us in any way they could 


but they didn't want to be recorded as shareholders. 

That let us to suggest that we would forma 
company with them called Herita y k in various 
enterprises th 4r.Willey and inyself were coing person- 
ally, into Heritage and indirectly 
in that way. That had been investige 
Holland, a tax firm here in New York -- 

c@) I ask you at this point -- 


Your Honor, I think he opened the 


THE COURT: He didn't open the door to anything 
more than has been answered already. 
Q Now, Mr. Shippee, did there come a time in the 
Spring of 1962 when Heritage Corporation was incorporated? 
A As I recall it was incorporated but it never 
became an active company and therefore I may be confused 


whether we intended to and didn't or whether we did and it 
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dissolved. 
Q Mr. Shippee, 
for identification and 
recollection as to the 
tion? 
MR. FARRELL: 
THE COURT: Ye 


(Handed to coun 


exhibit, 


A ; i ; I really don 


know if it was ever filed with th ; That wouldn't 


appear to indicae it actually became ation as far 


as I can see on that document. 

Q I show you Defen 
fication dated July 16, 1962 and I ask you 
your recollection as to the incorporatio 
Corporation? 


It is notice 
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THE COURT: He is just asking whether that 


paper upon reading it -- 


A I still don't know if it was actually a corpora- 
tion. 
COURT: Is. this someth ing that can be 
stipulated 
FARRELL: We will stipulate, your Honor. 
COURT: When was it formed? 
FARRELL: May 31, 1962. 
COURT: All right. 
MacCRATE: Filing made with the Secretary 
of State of Connecticut on July 16, 1962. 
Would that be stipulated as well? 
MR. FARRELL: Sure. 
THE COURT: It is stipulated now there was such 
a corporation. 
Q After the formation of Heritage Corporation, 
is it not the fact that 10,000 shares of Prudential Oil 
Corporation were issued to Heritage Corporation? 
A If that is the record then that is correct. 
I know that shares were but I would like to have some 
refreshment. If the number precise is important I would 
like to refer to the record. If the record so states, 


I know that shares were drawn. 


Shippee - cross 429 : 
‘py 2 Q Then there came a time, did there not, when a 
i 3 question was raised about the tax problem of Mr. Anderson : 
4 and Mr. Wright with respect to having the shares of 
. 5 Prudential Oil Corporation held by Heritage Corporation? 
6 MR. FARRELL: Your Honor, I think this is going | 
: 7 too far and I object. 3 
oh! 
5 8 THE COURT: I will take an offer cf proof as 
: 9 || to that matter. Please approach the bench. 
10 | {At the side bar.) 
11 MR. MacCRATE: Defendant will offer to show that 
12 | the shares of Heritage Corporation were issued to Robert 
13 | Anderson, William Wright, Nathan Shippee and Edward Wiley, ‘ 
14 | 25 per cent to each. 
¥ 15 | That the capital for Heritage Corporation was 
7 16 | subscribed by the same four gentlemen and that this 
17 | eentinued to be the situation until on or about October 23, r 
18 | 1962. is 
o 19 | That on or about that date, due to what are “ 
~~ 20 claimed to be tax problems of Mr. Anderson and Mr. Wright, 
| 21 | the transaction was rescinded and the board of directors 
a | of Prudential Connecticut on December 2, 1962, took note 
2 23 | that the option given to Messrs. Anderson and Wright to ; 
Pas 2A purchase shares of Prudential Corporation Connecticut had 
® 
235 


been canceled due to tax considerations. 
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THE COURT: I would certainly think that this 
is a matter which . ought to be stipulated to and not waste 
time. It is relevant to the case what the relationship: 
were between Anderson and the plaintiff for Anderson and 
the witness. 
I don't know what authority there is for saying 
they. were tax problems but if the minutes say so I should 
think you would present a stipulation. 


MR. FARRELL: No one asked us to stipulate. 


THE COURT: I am asking you to stipulate it 
unless you dispute it -- 

MR. FARRELL: I don't dispute it. 
THE COURT: All right, let's have it stipulated 
on the record and we will go on to something else. 
(In open court.) 

THE COURT: Mr. MacCraté, would you like to make 
a statement for the record or would you prefer to have 
the Court Reporter read back this statement taken at the 
side bar? Do you have a preference? 


MR. FARRELL: I have no preference, your Honor. 


The statement at the side bar 


MR. MacCRATE: 


would be an entirely acceptable form of statement for the 


record. 


THE COURT: Members of the jury, it has been 


ars Shippee - cross 


stipulated for purposes of this trial that the evidence 


2 

3 will show the following information which the Court ‘i 
4 Repotter will read back to you from a statement which 

5 Mr. MacCrate just made to the Court in a side bar confer- 

6 ence. 

7 Before he does this I might tell you that side 

8 bar conference are a regular part of our procedure whereby 


attorneys and the Court attempt to expedite the trial and 
resolve any legal problems that may appear and what is 


taken up at a side bar conference ordinarily is of no 


concern of the jury and should you happen to overhear any 
words of a conference between the Court and the lawyers, 
disregard it, put it out of your mind. It has nothing : 
to do with your function in this trial. 
In this particular situation the parties have 
agreed that the following facts are so for purposes of this 
trial and Mr. Russell will now read them to you. | A 
(Stipulation read.) | 
THE COURT: Let us go on to something else now. 2 
Q Mr. Shippee, Mr. Wright and Mr. Anderson have 
not since that time had any stock interest in Prudential 
Connecticut or in Prudential New York, the plaintiff in 
this action? 
A I am uncertain. We are a public company and i 
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many shares are heid in street name and of my own knowledce 
I don't know. 

Q I directed my question to Prudential Connecticut, 
the old company and to Prucésntial New York and in the case 
of Prudential Connecticut, it had no public shareholders, 
aid it? 


A The first time we went public I believe was in 


THE COURT: Am I not correct in understanding 
that Prudential Connecticut is now dissolved? 

THE WITNESS: I am now going back to those years. 
We were public before it was dissolved. I simply don't 


know. Not to my knowledge. 


Q Mr. Wright and Mr. Anderson at no time have 


been employees of either Prudential Connecticut or Prudential 
New York, have they? 


A They have never been employees of either 


Q But during these years you have had various 
financial relations with Mr. Wright and Mr. Anderson, have 
you not? 

MR. FARRELL: I object to the form of that. 
THE COURT: Sustained as to form. 

Q Have you been in joint ventures with Mr. Wright 

and Mr. Arderson?2 


A Yes. 
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And this is during the period 1961 to date? 

To date. 

THE COURT: You are presently engaged in joint 
ventures with Mr. Anderson? 

THE WITNESS: Yes. 

Qo - Have you ever had any direct communication with 

Mr. Bruce K. Brown? 


A Yes. 


Q You testified that you first met Jack Coan in 


late summer of 1962 or the early fall of 1962, is that 
correct? 

A Yes. 

Q And that he was introduced to you by Mr. Gruber 
of E.M. Warburg & Company? 


A E.M. Warburg are investment bankers, are they 


A Yes. 

Q And actually Mr. Gruber was a neighbor of your 
then-brother-in-in-law, Mr. Little, in the summer of 
1962? 

A The word "neighbor" isn't it correct. There 
was a summer house there and he rented a cabin in a summer 
residence for two or three weeks. 


Q And it was in this way that the relationship 
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2 began? 
3 A No. It began prior to that. It was through ‘, 
4 the relationship that he became a summer tenant. | 
5 Q Well, was it called to your attention at that | 
6 time, in the late summer, early fall of 1962. that 
7 E.M. Warburg had been working with Mr. Coan since some 
8 time in the spring of 1962? 
9 A Correct. 
10 Q And did they tell you at that time what Mr. ear 
ll objective was? 
122 A Yes. 


Q And what did they tell you as to what Mr. Coan's 


e 


objective was? 


Is it clear who the “they” is? 


THE COURT: 


16 Q Who in the Warburg firm told you about what 
Mr. Coan had done with them when you first were in touch 


hem? 


with 


Walter Gruber. 


A 


Q And what did Walter Gruber tell you? 


A Mr. Gruber represented that there was an oppor- 
tunity for Prudential to bring a project together that 
was faltering in Puerto Rico, that he felt that there was 
a very high profit potential. ans also of yery high political 


significance; that many Puerto Ricans had come to America | 


10 


11 


17 


18 


eS ©: B RB 
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and been trained through high school and college and had 
no jobs to go back to; there were many jobs for uneducated 
people but there were few jobs for educated people such 
as engineer and accountants. 

Q So Mr. Gruber told you the whole background? 

A He gave me a political-social pitch and felt 
that we would be well attracted to looking at this 
project. 

Q Well, haven't you previously testified that 
Coan turned to you, Or someone had asked if you had funds 
available to finance out of pocket costs? 

A Mr. Coan asked if we had funds available to pay 
for the seed money and the expenses of Mr. Chapman. 
I asked him how much Mr. Chapman's expenses would be and 
he told me and I said yes, we had access to funds to do 


the seed money and pay Mr. Chapman. 


Q Now, this vas in your early conversations with 
Mr. Coan. 
A That was at the very first meeting, in early 


1962, the first meeting with Mr. Coan 
Q Did Mr. Coan mention the name of Bruce Brown? 
A Yes, and he gave me documents that had letters 
from Bruce Brown, 


Q And he told you of the work that he had been. 
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doing with Bruce Brown, did he not? 

A Yes, he described his work with Bruce Brown. 

Q Did he tell you something of Mr. Brown's back- 
ground and experience? 

A Yes, he did. 

Q What did he tell you of Mr. Brown's background 
and experience? 


A He told me that Mr. Brown, who had been a 


director of Murphy, was now joining Murphy Oil Company as 


an officer, as a high officer, and that he was no longer 
available for the project. 

Q What did he tell you, Mr. Shippee, of Mr. 
Brown's background, not what he was doing? 

A I don't recall that he gave me any particular 
information about Mr. Brown's background. He told me 
why Mr. Brown was leaving the project. 

Q And later on in the fall of 1962, I believe 
you testified that Mr. Coan turned over copies to you 
of various materials he had assembled and prepared con- 
cerning a petrochemical project in Puerto Rico, is that 
correct? 

MR. FARRELL: Your Honor, I object to the form 
of the question. 


THE COURT: Well, the form is bad. 
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Q Did there come a time, Mr. Shippee, when Mr. 
Coan turned over various materials to you relating to a 
Puerto Rican petrochemical project? 

A Yes. 

Q And there was a substantial volume of material, 
was there not? 

MR. FARRELL: I object to the form. 


THE COURT: Well, I will sustain it as to the 


Don't we all know this that there's lot of 
papers in this lawsuit? 
Q It included, did it not, port-side studies? 


A Yes. 


Q -. And it included surveys of Puerto Rican resources? 


A Yes. 

Q And it included surveys of Puerto Rican industry 
and employment? 

A Yes. 

Q And it included surveys in Puerto Rican imports 
and exports? 

A Yes. 

Q And it included a series of studies on the 
desirability of creating an industry which would employ 


educated people and be the core of developing satellite 
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plants, making intermediate and consumer products? 

MR. PARRELL: I object to the form of the 
question. 

THE COURT: He is asked whether the materials 
turned over by Mr. Coan included that concept. 

MR. FARRELL: He didn't ask that. The question 
was very vague. 


THE COURT: If the witness understands the question 


he can answer it. If he doesn't understand it, he can 


Say so. 

A Yes. 

Q And did he turn over to you brochure material 
from the summer of 1961, including what has been marked 
here as J-3, a joint exhibit, a prospectus? 

MR. FARRELL: Your Honor, could Mr. MacCrate 
show the witness the exhibit he referred to? 


THE COURT: Yes, I think he should see the 


Is there any argument about whether J-3 came 
from Coan? 

MR. FARRELL: We will have to look. 

THE COURT: You see, we shouldn't waste time 
with things that can't be disputed. 


Are you conceding J-3 came from Coan? 
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MR. FARRELL: I concede that Mr. Coan origin- 
ally had it. We don't concede that it came to Mr. 
Shippee from Mr. Coan. 

THE COURT: All right. 

Then the witness may answer whether Exhibit J-3 
was given to him by Mr. Coan. 

Q I show you a copy of J-3, Mr. Shippee, and ask 
you if that was included among the papers given to you by 
Mr. Coan? 

A I believe this was given to me by the investment 
bankers. 

THE COURT: By that you mean Warburg? 

THE WITNESS: Kuhn Loeb, I think. 

At or about this same time in 1962? 

A Yes. 

Q And did the materials include a brochure prepared 
by the Gibbs group in the fall of 1962? 

A Yes, 

MR. FARRELL: Your Honor, I would like Mr. 
MacCrate to show that to the witness if he has one. 

THE COURT: Not necessary. The witness under- 
Stands what the attorney is talking about and he has 
answered yes. 


If you want to offer that exhibit, if it is not 
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already in evidence, you may do so when you have redirect 
examination. 

Q And did Mr. Coan also make available to you the 
brochure that he and Mr. Chapman and Mr. Brown had put 
together in the spring of 1962? 

A Yes, I recived that. 

Q And did he also make available to you various 
project designs prepared by Universal Oil Products in 
1961 and 1962? 

A Yes. 

Q Now, you were told, were you not, that Mr. Coan, 
through Omega Management, his company, had actually paid 
for the feasibility study by Universal Oil Products? 

A No. 

Q You were unaware that Mr. Coan had paid anything 
to Universal Oil Products Company? 

A I was told the bill had not been paid and I 
should pay it. 


(Continued on next page.) 
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THE COURT: Who told you that? 
THE WITNESS: Mr. Coan. It was part of the 
accounting of what was owed to Mr. Chapman and others. 

Q Did Mr. Coan indicate to you that the: work~ 
of Universal Oil —e had commenced in the fall of 1961 
and had extended through to the spring of 1962? 

A I don't recall. He gave me a book. He gave 
me these materials in the first meeting. Most of these 
materials I had in that first meeting with him and took 
them -- there were two large cases of them. And he told 
me the approximate amount of monies that were due, and I know 


that the amount of money due Parsons and UOP were among 


and UOP and work out a continuing relationship, and . 
we'll settle up all at once. 

Q But so far as any past expenditures that 
Mr. Coan or Omega Management had paid, this was not a sub- 
ject of your conversation, was it? 

A He told me about the amounts due and owing. 
He didn't mention if he had ever paid anything or anything 
other than the ones that were due to be paid. 

THE COURT: As soon as you finish this line 


of inquiry I will take a brief recess. 


| 
them, and I told Mr. Young subsequently to contact Parsons 


MR. MacCRATE: I would suggest suspending 
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at this time. 
THE COURT: Very well. 
Members of the jury, we will take a brief 
recess. Please withdraw to the jury room. 
(Recess. ) 
(In open court - jury present.) 
BY MR. MacCRATE: 

Q Mr. Shippee, prior to the recess I was 
inquiring regarding various materials that Mr. Coan made 
available to you in or about October of 1962 , and I would 
like to ask you if in addition to those that we have alread 
referred to he pr vided you with materials relating to 


communications with various chemical companies with whom the 


prior individuals who had been working on a project had bee 


in touch, Monsanto and Celanese and others? 

A Yes. 

Q And Mr. Coan had also been in touch — 
Parsons Engineering, had he not? 

A I received a report from them. I don't know 
if he had been in touch or Mr. Brown or who, but among the 
papers was a report from Parsons Engineering. 

Q And you say among the papers from Mr. Coan? 

A Yes. 


And he also made available to you copies of 
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various communications with EDA and the Puerto Rican 
authorities? 

A Yes. 

Q And correspondence with various oil companies 
such as Phillips and Sun and Murphy? 

A Yes. 

Q And correspondence with other prospective 
promotors with whom he had been in touch, for example, 
Mr. Wilson in the summer of 1962? 


A I think that came later, but I recall seeing 
Q You continued to work very closely with Mr. 
A Yes. 


Q And how frequently did you see Mr. Coan durin 


this period in October, Navember, December 1962? 


Coan after that time, did you not? | 


A Almost daily. 

Q And he introduced you to Oscar Chapman, did 
he not? 

A Yes. 

Q And did he tell you about Mr. Chapman's 
relation to .his prior work, Mr. Coan's prior work ona 
Puerto Rican petrochemicals project? 


A Yes. 
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Q And did he tell you that Mr. Chapman had 
a personal interest in that project? 

A Yes. 

Q And did he help you in relation to relations 
with EDA and the other Puerto Rican authorities? 

A Yes. 

Q And did he also serve as something of a go~ 
between for you with Mr. Chapman in various matters? 

A Yes. 

Q You, yourself, you personally had rather 
limited contact with Mr. Chapman, did you not? 

A No, I felt that I had ready access. I 
visited him in Washington three times, I visited him in 
New York several times, but I talked to him on the phone 
frequently. I had as much contact with him as any business 
relationship, I could have all the contact I wished. 

Q You cou.d have had? 

I did have. 


You referred to three visits in Washington? 


Q 
A To his office. 
Q 


Could you stop right there and identify for’ 
us the times of those three visits? 


A Yes. The first visit was February or March 
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Q And when was the second visit? 
A The second visit would have been mid-'64. 


No, it would have been about a year later, it would have 


been about March '64. 
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Q Would it have been in the first half of 1964 
but not until 1964? 


A Yes. I believe there were two visits in 


When was your second visit in 1964? 

a. I am trying to recall. It was at the time of 
the hearings which would have been in July I presume of 
1964. 

Q As far as you can recall those were the onsy 
times that you met personally with Mr. Oscar chapman? 

a In Washington, D.C. 


Q Now, you referred to the fact that you had also 


visited with him on perhaps two occasions in New York? 


A Yes. The first time in the office of Warburg 
on, as I recall, October 22; and then on duly 2, 1963 
in Mr. Anderson's office in New York. 

Q On July 2, 1962? 

A 1963. 

Q Thank you. Those two times in the fall of 
1962 and the summer of 1963? 

A Yes, in New York. 

Q As far as you can recall today, those five visits 
the two in New York and the three in Washington, were the 


only personal visits you had with Mr. Chapman? 
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A As far as I can recall, that is correct. 
Q I think you referred to the fact that in October 
of 1962 at the meeting at the Warburg offices, that you 


put on a Monday, which you thought was the 22nd of October, 


1962, that Mr. Chapman. made a request with respect to 


compensation; is that correct? 

A Yes. 

Q Did he cead a document at that time? 

A t¢ read frum a document at that time, yes. 

He refersed to some prior undertakings of the 
earlier group: and asked if we were willing to assume those 
obligations. 

Q Mr. Shippee, I show you Plaintiff's Exhibit 55 
and ask you to look at Plaintiff's Exhibit 55 for identi- 
fication and see if the information set forth in that 
letter reflects what Mr. Oscar Chapman read to you in 
October 19t. in the offices of Warburg & Company? 


A Yes, and there was another document in addition 


Q Can you identify for us the other document from 
which you believe he was reading? 

A .No, I can visualize it. It was more or less 
an accounting sheet with numbers on it. It was not 4 


letter, it was a memorandum sheet. I know he referred 
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. 2 to another sheet. It may have been a summary 2f that 

\ 
3 letter as a matter of fact. ‘i 
4 MR. MacCRATE: I would offer in evidence at this 
5 time Plaintiff's Exhibit 55 for identification. | 
6 MR. FARRELL: No objection. 

: 7 ' HE COURT: You want it renumbered? I don't 

8 insist on it if you want to change the number. 
9 MR. MacCRATE: I will be happy to have it < 
10 plaintiff's exhibit if plaintiff would iike to have it. 
il MR. PARRELL: That is all right. 


Plaintiff's Exhibit 55 received. 


THE COURT: 


(Plaintiff's Exhibit 55 for identification was 


received in evidence.) 


see eam ee LT A 


15 Q I believe you testifie , Mr. Shippee, that ix 


the course wf October 1962 that you indicated shit you would 
take on the active sponsorship of a petrochemical project 
in Puerto Rico? 


A Correct. 


20 Q In connection with that sponsorship did you 
investigate what the exsense micht be for legal fees to 


Mz. Oscar Chapman? 


A Yes. 
Q What did Mr. Chapman indicate to you as the 


initial cost involved? 


Shippee - cross 449 

A The assumption of the amounts due and that he 
would work free of cost because he wanted to have a share 
of the equity but that we had to recognize the time of his 
partnership and that that would be charged in a regular 
monthly basis and, as I recall, it was to be $2000 a 
month. 

Q What do you recall with respect to the legal 


expense up to October 1962? 


A Approximately $20,000 was then due. 


Q Did you assume responsibility for those obliga- 
tions at that cime? 

A Yes. 

THE COURT: Who was the you in that answer? 
THE WiTNESS: Prudential Oii Corporation of 
Connecticut. 

Q Did you at that time put anything in writing 
in that regard to Mr. Chapman? 

A Not at that time. 

Q With respect to Mr. Coan did you assume any 
corresponding obligation to him for services previously 
rendered? 

A No. 

Q But you did expect to pay, did y ou not, for 


an engineering report that you hoped to receive? 
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A We have the report is that was the report he 
had given us. 
Q Did you undertake to pay for that? 
A Yes. 
Q But as far as Mr. Coan was concerned, you 
neither assumed any undertaking to pay him for his past 


services, or to pay him for the future for his out of 


A He told me at the initial meeting that none of 
his expenses would be assumedby the project; that he was 
directly engaged by the Puerto Rican Commonwealth and he 
never asked us for anything and we never offered him 
anything. He told us that he was being compensated 
by Puerto Rico. 

Q Did you in fact at any time pay anything 
either to Mr. Chapman or to Mr. Coan? 

A In cash? 

Q Yes. 


A No. 


Q With respect to the investment banking companies, 


E.M. Warburg and Kuhn Loeb, did you assume any obligation 
in the fall of 1962 when you assumed the sponsorship of 


the project? 


A I don't understand the word obligation. 
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Q Was there any financial obligation mentioned, 
money owing for services that had been rendered either 
by Warburg or by Kuhn Loeb? 
A No. We did not assume any accounts due to 


either of those company. 


Q You have testified that the obligations you did 


assume were obligations of Prudential Oil Corporation, 
the Connecticut corporation, is that correct? 

A Yes. 

Q Did you not earlier testify that you, Willey, 
Anderson and Wright were to share in what was left over 
after taking care of Coan and Chapman? 

A Yes. Also stipulated that Shippee and Willey's| 
share would belong to Prudential. 

MR. MacCRATE: I move to strike out the last 
answer as unresponsive. 

MR. FARRELL: No, your Honor. 

THE COURT: Well, I will permit it to stand and 
you may inquire further into the area. 

Q In November 1962 you have indicated that you 
had various conversations with Mr. Anderson about this 
project, did you not? 

A Yes. 


Q You indicated that you asked Mr. Anderson to see | 
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if he cou.d arrange to get you a crude supply for the 
proposed project in Puerto Rico? 

a Yes, to replace the loss cf Murphy and Brown. 

Q Did you in your conversations with Mr. Anderson 
at that time mention the percentage of supply that you 
hoped to get from that oil company? 

A I don't understand the words percentage of 
supply. 


Q Were you seeking an oil company for the entire 


crude oil supply to the refinery? 


Yes, one single source. 

Q But as far as the disposition of the products 
of any petrochemical ficility or refinery in Puerto Rico, 
you were thinking in terms of that oil company taking 
off something less than the whole the product, were you 
not? 

A We were thinking of chemical companies taking 
all of the output. The crude supply we thought of 
separately, a crude supplier and the satellite plants would 
be chemical companies. 

Q Thereafter when you were talking about the 
possibility cf getting an oil company to provide a back-to- 
back contract, you were thinking in terms of something in 


the order of 90 per cent of the products of the refinery 


ars Shippee - cross 
going to that oil company? 

A No. The concept was that we would have to 
get firm commitments from satellite plants before we 
even put up the core. This is the concept we were 
given. It was the hen before the egg. 

We had to get the satellites first and then 
build the refinery. We were going for contracts with 


chemical plants to take the products of a visionary refinery 


and then have the core. 


Q It is your testimony that in November of 1962, 
before you spoke to Mr. Anderson and in your conversations 
with Mr. Anderson, you did not mention 90 per cent as 
what would be taken by the oil company from the refinerv? 

A I don't recall that reference and it is out 
_of context with your question. 

I don't understand the question in the context 
of anything you are askign me. 

Q In connection with your letter that Mr. Learned 
sent to you in November of 1962, did Prudential Connecticut 
at that time assume any financial obligation to Phillips? 

A I can't understand your question. 

Q You were not aware of any financial obligation 
that Prudential Connecticut assumed at that time to 


Phillips? 
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I still don't understand your question. 

I am trying to help you but I just can't 
imagine -- I am visualizing the letter. 

THE COURT: Read back the question. 

(Question read.) 

THE COURT: I think the question perhaps could 
be rephrased was there any undertaking on the part of 


Prudential Connecticut to pay obligations for the account 


of Phillips. 
Q Will you answer the Judge's question? 
A No, there was none. 
Q In November of 1962 did you make any dndanteicne | 


to Phillips? 


MR. FARRELL: I object to the form of tht 
question. 
THE COURT: If he doesn't understand the 


question he can say So. 


A Yes, we made an undertaking to Phillips to 
work with their representative who had been designated as 
Mr. Fischbeck and we turned over to Mr. Fischbeck in full 


faith and trust all of our work up to that time and 


Q Now you are trying to talk about what you did. 


I am asking in November 1962 did you say to anyone at 


proceeded to work with him. 
| 
| 
| 
| 
| 
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Phillips that for Prudential Connecticut you were under- 
taking any obligation to Phillips? 


A Yes. 


(Continued on next page.) 
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To whom did you say it? 


Q Your only conversation at that time that 
you identify in any way with Phillips was with Mr. Anderson 


is that r‘ght? 


| 

| 

| 

Mr. Anderson. | 
i 

| 

' 

| 

| 

| 


A On November 13th or 14th, and at that time, 
which is following receipt of the letter of November 13th, 
and at that time I asked Mr. Anderson to advise Phillips 
that we would like to work with a particular person and to 
please designate someone, and the designee was then told 


to me by Mr. Anderson, that he had talked to Phillips, and 


that Dale Fischbeck would be the person from Phillips to woxk 
with Prudential Oil Corporation Connecticut, and that Mr. | 
Fischbeck had some background on the project. 

Q You're proceeding, Mr. Shippee, to talk 


about what happened. I was asking you what you said to 


| 
anyone about assuming an obligation to Phillips and I believe 


you say that this was the sum of it in your conversation 
with Mr. Anderson, is that your testimony? 

A In the middle of November, upon receipt of 
the lette::, Mr. Anderson telephoned and told me he had 
letter. iI went to his office. Mr. Anderson handed me 
letter. I read it to him and I toid Mr. Anderson that this| 


| 
| 
| 
| 
| 


letter goes far beyond what we were seeking and he said, 
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"Yes, you're going to need a strong partner, and that's wha 
I told Mr. Adams, and that's what you've got here" and I 
said "Well, that's wonderful, who can we work with?" 

And he said, “Well, who do you want?" And I 
told Mr. Andersc- at that time that they should dasignate 
a person. 

Q Is this an obligation -- 

THE COURT: I think he is trying to answer. I 
will permit him to answer. If it is not responsive, I will 
strike it out. 


MR. MacCRATE: It is repetitious of what we 


THE COURT: That might well be. 


heard on direct examination. 


A Mr. Anderscr. then telephones Bartlesville, 


and he then told me that Dale Fischbeck would be assigned to! 


| 
work with us and would contact me, and that happened He 
immediately in that first meeting, having received the letter. 
My next contact with Phillips was with Mr. | 
ijn New Yrk City. — 
Q And you don‘t fix that until some time in : 
1963, do you? i‘ 
A I fix it as after my return from Puerto Rico 
and since I returned from Puerto Rico on December lst, I y 


believe the first contact was in mid December of 1962. 


' SQUTHERN DISTRICT COURT REPORTERS, U.S. COURTHOUSE 


\ Aa at { 
Ke 8 yee 4 
. ~ Fro i 


Shippee-cross 458 


Q Now, in 1962, were any obligations taken up 
on the books of Prudential Connecticut with respect to 
this project? 


A By obligations, you're referring to accounts 


payable in checks for cash? 


Q Yes. 

A Not for an assumption of obligations. I'm 
not sure of your question. We had assumed all of the obli- 
gations. 

Q Are you aware of any record that was made at 
any time during the year 1962 of any obligation of Prudential 
Connecticut to anyone with respect to this project? 

A Yes. 

Q What is that? 

A For the expenses of Mr. Young and myself to g 
to Puerto Rico, I would nave to refer to the records of the 
company that time because I haven't examined the records 
with that question in mind, but the general out-of-pocket 
expenses began almost immediately. 

Q Mr. Shippee, I am going to ask you overnight 
to look at the cash book of Prudential Connecticut and, 
tomo: row, when we resume, you will be able to tell me 
any item in that cash book of 1962 that had anything whatso 


ever to do with the Puerto Rican project. 


Shippee-cross 

MR. FARRELL: Your Honor, I object to 
Mr. MacCrate giving the witness homework. 

THE COURT: Under the peculiar circumstances 
here, I will -- 

MR. FARRELL: Your Honor, the books have been 
produced. Every record, every document that Phillips has 
ever asked for in this case has been produced. 

THE COURT: I will discuss this further with 
you in the absence of the jury. 

Members of the jury, at this time I am going 
to excuse you for the day. I will not be able to resume 


until 10:15 tomorrow morning. So please assemble in the 


jury room at 10:15 in the morning. 


You may now withdraw from the courtroom. 

(Jury left the courtroom.) 

THE COURT: .Mr. Farrell, I think in view of 
<he somewhat ambiguous answer to the interrogatories, which 
do not disclose that this corporation had a cash disburse- 
ments journal or that it had books of account. 

MR. MacCRATE: Excuse me, your Honor, that 
was Prudential New York that we were addressing ourselves 
to there. 

THE CCURT: Well -- 


MR. MacCRATE: This relates to the original 
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corporation. I have here the cash book. I have pored over 
the pages for 1962, and I can't find anything that looks to 
me like an item. 


THE COURT: I think it is perfectly reasonabl 


for counsel and for Mr. Shippee to take a look at that book 


between now and tomorrow, and I think they ought to point 
out to you informally first what items they contend for within 
that definition. 

If there are no such items, then I again 
plead with both of you gentlemen, don't bother this jury 
by trying facts which are not reasonably disputable. If it 
is not in there, it is not in there. I ask all of you 
to agree on that fact, and stipulate to it, and make a 
statement on the record, and then go on to something that 
really is in dispute. 

MR. MacCRATE: Your Honor, perhaps in the 
interest of expediting it -~- 

THE COURT: It is not homework. 

MR. MACCRATE: I would ask that they at the 
same time explore for the years 1963 and 1964. 

THE COURT: You're asking for money spent on 
the project. 

MR. MacCRATE: Yes. I have found two trans- 


actions, one a bill for $100, relating to a copy of some 
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UOP papers, and then one in the fall of 1964. I'll be 
happy to share that information with you. 
MR. FARRELL: Do you have those other books? 
MR. MacCRATE: All years of Prudential 
Connecticut are in that book. 
THE COURT: What is the number c* that book 
for the record? 
MacCRATE: It was marked as defendant's - 
COURT: What is the number on this trial? 
MacCRATE: It has not yet been marked on 
should assign a number to it. 
COURT: Let's assign. a number to it. 
MacCRATE: D-317. 
COURT: Marked for identification. 


(Exhibit D-317 was marked for identification.) 


THE COURT: All right, is there anything else 


to be covered that would expedite tomorrow's proceedings 
in any way? 
MR. FARRELL: No, your Honor. 


(Adjourned to January 8, 1976 at 10:15 a.m.) 
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(Trial resumed.) 
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il 
| 
(Jury present.) 
RATHAN SHIPPEE, resumed. 

THE COURT: Mr. MacCrate, you may resume the 
cross-examination. 


CROSS EXAMINATION (Continued) 


BY MR e 


MacCRATE: 
Q Mr. Shippee, have you reviewed Exhibit 317 over 
the recess which is the Prudential Connecticut journal? 


A Yes. 


Q Can you now identify us during the ycar 1962 
any expenditures recorded in‘ that journal relating to 
a Puerto Rican project? 


A This journal would not so identify, it is a 


ledger of checks issued but there are no invoices nor 


checks or indication in this book as to the nature. 


Q Is it your testimony that none of the items in 
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that book relate to expenditures for the Puerto Rican 
1 


project? 
A That is not my testimony. 
THE COURT: He answered it and I will let the 


answer stand. 


Q Mr. Shippee, who made the entries in that 


A I believe a Mrs. Barkley who was then an 
employee of Prudential Oil Corporation at Greenwich, 
Connecticut. I recognize this as her hand. 

Q Is there anyone presently in the employ of 
Prudential New York or of the parent corporation, who is 
knowledgeable with respect to that hook? 

A Yes. 

Q Who is that? 

A Mr. Allen, a CPA in Greenwich, Connecticut. 
He is still employed by Prudential Oil Corporation on a 
retainer basis. 

G Who had check signing authority for Prudential 
Oil Corporation during that period? 

A Mr. Willey and myself. 

Q So that all of the checks that are entered in 
that book are signed either by you or by Mr. Willey, is 


that correct? 


Shippee - cross 

A I believe so. 

Q You are endbine from reviewing the entries in 
that journal to identify any expenditure relating to the 
Puerto Rican project? 

A I believe I recognize in December 1962 but I 
not sure enough to say straight out to you yes. — There 
is a check for $6060 in December of 1962, December 4. 
That would have been right after I returned from Puerto 
Rico. 

I can imagine that that was a check that was 
drawn to me to pay for those expenses because I was not 
otherwise soroennaced by this company. 

But this is only conjecture. I would like 
to go back to the accountants and shies “ohacis to help me 
recall but from the book I don't have enough recollection 
to be able to state right out to you. 

There are other places that checks are drawn 
to me here. I must presume that it had to do with this 
activity in Puerto Rico because I wasn't being paid by 
this company otherwise. 

‘@ Vlould you identify in theperiod November-December, 


1962, the checks that are drawn to your order and to which 


you are now making reference hy page of the journal and by 


check number? 
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A By page, page 12, check No. 871, $1500. 


That was November 1962, apparently November 15. 

On page 13, on December 4, $6060, check No. 
893. That would have been November and December of 
1962. 

MR. MacCRATE: Your Honor, I don't propose to 
ask the witness to do this month by month and take the 
time of the Court and the jury in that way but I would 
like to ask with respect to the month of January 1963. 

Q If you can give us the same information please, 
Mr. Shippee? 

A Check No. 959, page 14, January 14, $119 and, 
on the same page, check No. 965 on January 26, $107. 

Q Anything else in January of 1963? 

A January? 

In January. 

No. 

Would you examine February 1963? 

THE COURT: Could counsel approach the bench, 
please. 

(At the side bar.) 

THE COURT: I am prepared to direct this witness 
to remain available throughout the trial and I don't think 


there is any reason to expect that he wouldn't anyway but 
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it seems to me that this is wasting time. You may be 
attempting to prove a negutive But if there is no evidence 
they spent any money, the jury and the Court and the defend- 
ant are entitled to assume they spent no money. 

There was no testimony offered on direct 
examination of this witness ‘that Prudential Connecticut 
spent any money in reference to this project if I saimiiias 
the direct testimony correctly. 

If you gentlemen want to agree as to a 
schedule to be prepared from that exhibit it is perfectly 
all right with me but I am not going to go through this 
month by month on dollar items where there is no proof 
of any money on direct examination that I recall. 

Was there, Mr. Farrell? 

MR. FARRELL: No. 

THE COURT: If he didn't prove he spent money 
the defendant and the Court could assume he spent nothing. 
If you want me to direct the preparation of a schedule 
from this book or want to prepare your own schedule from 
the book based on your pretrial discovery I am perfectly 
willing to do it but to take this and stretch it out 
examining him as to every check over a two or three-year 
period -- 


MR. MacCRATE: I have no intention of doing 
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THE COURT: What do you want to do? 
MR. MacCRATE: Just the month of February, the 
same information. 

) THE COURT: All right, let us stop at February. 
But I ai leaving the door open for any of you to cull 
from this book any expenditures you thins have a bearing 
on your side of this case. But I say again, in the 
absence of evidence that money was spent, the presumption 
is nothing was spent. 

If plaintiff wants to rely on having spent 
money they have to prove they spent 2 a 
MR. FARRELL: That is right, your Honor. 
(In open court.) 
BY MR. MacCRATE: 

Q tr. Shippee, turning to the month of February, 
1963, can you identify any expenditures during that month 
that related to a Puerto Rican project? 

A I can't identify specifically. I received 
two checks during that month, on page 15, 991 -- I am Sorry, 
992, of $75 and check No. 1004 for $159. 

Q Mr. Shippee, I believe you testified that in 
November of 1962 you offered to Mr. Anderson when the 


project had an asset value he would share in the assets, 
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Is that correct? 
A I don't know about the word asset but it is 
generally correct that he woula share in the equities 
of the partnership. 
Q Do you remember testifying in this action in 
October of 1967? 
A You can refresh my recollection | 
THE COURT: He is asking you if you rememher 
that you did testify under oath in this action at that time. 
THE WITNESS: He said in 1967. I am not sure 
that was the year. 
THE COURT: But some time you did? 
THE WITNESS: Yes, on more than one occasion. 
THE COURT: All right. 
Q I show you acopy of a transcript dated October 
30 and November 1, 1967. 
Does this refresh your recollection? 
Yes, it helps me. 
MR. FARRELL: Could we have the page and line 
when you ask the question, Mr. MacCrate? 
@ Page 13, line 32: 


a * You made a specific offer to Mr. 


Anderson, did you? 


"A Yes. In the context of his reply he 
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said that if there is anything for me in it it has 


i 
to be shared with Mr. Wright because we share, we 


are partners in these things. That was the 
context of Mr. Wright's intcrest. 
*Q What specifically did you offer at that 
time to Mr. Anderson? 
"A There was no specific amount.” 
MR. FARRELL: Will Mr. MacCrate read the rest 
of that answer? 
MR. MacCRATS: I will return to it in a 
minute. 
MR. FARRELL: May we have it right now? 
THE COURT: Wait a minute. Let's not have any 
raised voices here. 
Will someone hand the Court the original of 
that. I will make a ruling as to whether Mr. MacCrate 
shou,d read the rest of the answer. 
Is the orayinal on file? 
MR. FARRELL: Your Honor, this is not our 
deposition, I se ede ibaa 


MR. MacCRATE: It is, your Honor. 


ETSI ENE 9 ER BIT TT. SET NE IT ANE RET OD OG EA « | etre | ~. 


THE COURT: I think at least through line ll 
Ought to be read. 


Q “If there were to he some share the amount of 
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of the share would be based on hindsight as to the 


i 
- degree of performance and the contribution made. 


This was applicable to all the team members." 
A That is true. 


(Continued on next page.) 
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Q Now, did you not also testify and this is on 


e 


page 135, line 7 -- 1 will have to go back to line 4. 

THE COURT: Does your office have the original 
of this transcript that you're reading from? 

MR. MacCRATE: No, we do not. 

THE COURT: Our court records dees Hot seem 
to have it documented. It is not unusual because sometimes 
they misplace them. 

8 ur. FARRELL: Your Honor, I believe we have i 
our file back at the office another copy. I will be glad 
to make it available. 

THE COURT: Any Gepositions that are going 
to be used during the trial, the Court would like to be in 
possession of a copy unless the original has been filed in 
the clerk's file. 

MR. FARRELL: We will endeavor to do that. 

1 will try to get Mr. Shippee's transcript right away. 

THE COURT: All right, let's go forward. 

Mr. MacCRATE: I regret, your Honor, I was 
misinformed. I thought it had been filed. 

THE COURT: Well, it right have been but 
sometimes in sur clerk's files over the years papers do 
get misplaced and misfiled. 


Q Commencing at line 4, on page 135: 
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“Q Wasn't Mr. Anderson, prior to that time, 


completely available to you? 
"A Yes, he had been always . 
“Q So there was really no change in his avail- 


ability? 


"A Quite a change, because until that time our 


communications had been almest completely altruistic. — 
a father-son relationship. At that time it was a business 
relationship and"-- 
MR. MacCRATE: Mr. Farrell, would you give me. 
the last two words of that line? 
MR. FARRELL: Yes. "And he was." 
Q (Reading) : 
"A -- and he was specifically offered and ; 
when the processes had an asset value, he would share in ees 


assets. 
“Q Did this offer to Mr. Anderson and his : 
acceptance to that offer which I understand you to now just. 
referred take place in the fall of 1962 or at some later 
time? 
"A I would say before I went to Puerto Rico at 
the end of November almost at that same time. 


“Q You made a specific offer to Mr. Anderson, 


Gid you? 
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"A Yes." 


i 
That was where I read before. 


You did so testify in 1967? 


A ‘ I would accept that that was a good descripti 


| : 
i 


of my present recollection also. 
Q Mr. Shippee, did you regard this as a 
financial obligation of Prudential Connecticut? 
A As one member of the partnership. It was a 
financial obligation of the whole partnership. 
Q Mr. Anderson and Mr. Wright were members of 
that partnership? 
A Yes. They were invited. 
THE COURT: What is this partnership we are 
talking about? 
THE WITNESS: This is the PROPCO, the 


Puerto Rican chemical complex. 


Q Now, did you make any similar offer before 


you went to Puerto Rico to Mr. Learned or to any other officer 


of Phillips? 
A No. 
To him personally? 
No. 
Or to any other officer of Phillips? 


No. 


Shippee-cross 


THE COURT: Or employee of Phillips? 


THE COURT: Let's not get involved in 
whether somebody is an officer or an employee. 
Q Was Mr. Willey also a member of this partner- 
ship? | 
A Yes. 
Q Was this a private and personal arrangement 
among you and Mr. Anderson and Mr. Wright and Mr. Willey? 


A No. Mr. Willey was president of Prudential 


Oil Corporation and I was chairman and as I previously 


: ? 
8 
THE WITNESS: No. 


-testified, we stipulated that our shares would belong to 
Prudential Oil Corueraxton of Connecticut. 

Q Now, when did you make that Stipulation with 
respect to Prudential Connecticut? 

A At the time. That was the corporation. 

Where was this stipulation recorded? 

A In all of our discussions with Mr. Anderson 
and Mr. Wright, including the discussions regarding Heritage 
Corporation and the other ventures. 

| Q But there was nothing on paper that reflected | 


this stipulation at that time in 1962? 


A Not at that time. I am recollecting that 


Somewhere in my memory it is in writing and it may have been 
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at a later tte Hak that was Our practice. At all times. 

Q Wasn't ie in 1966 after Prudential 
Connecticut disappeared and no longer existed? 

A It is my testimony that that was our practice 
at all times. 

Q That was your practice at all peaniet 

A Yes. 

Q- But when you had a private partnership, your 


interest belonced to Prudential Connecticut? 


a 


CRG cumemnmgneee =. os agri ERT mECL A Re Gee me ee 


A In natural resources, yes. 

Q In natural resources. And when you refer to 
natural resources, you are referring to drilling for cil? 

A No. For the general petroleum industry, 
petrochemicals. 

Q Is there any other example of an undertaking 
that you entered into in 1962 that involved the industry 
generally and not exploration and drilling for oil? 

A Yes. The predecessor activity was in the 
mining of pearlized ore as a substitute for diatomaceous earth 
which was only found in California, and we wanted to mine | 
pearlized ore in West Virginia and we wanted to mine that 


for the east coast use of Pfizer Chemical. We called upon 


Mr. Wright and Mr. Anderson's help, because they were then 


_connected with Ventures, Ltd. ir. Connecticut, which is a i, Mi 
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we were well advanced. : 

We already ordered the smelting equipment and 
boilers. We were well advanced into it when we abandoned 
it, but that would have been mother example of the same 
arrangement. 

Q An extraneous industry of mining Similar to 
drilling for oil. 

A 

Q In connection with the action taken by you in 
October and November of 1962 and your trip to Puerto Rico 
at the end -- which — did at the end of November, did you | 
not, and you came back the first day of December? 

A Yes. 

Q Did the board of directors of Prudential 
Connecticut authorize that action? 

A Yes. 

Q When did they authorize that acticn? 

I believe close to Christmas time in December | 


So it was subsequent to the trip to Puerto 


A I would use the word ratified. 
Q Now, you reported to the board of directors 


on December 2nd, did you not, that you were investigating 


company and we rented space in New London, Connectict and 
1 
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a deal in Puerto Rico whereby the corporation would act as 4, 
vehicle to establish vikegnanmbiund Plant, didn't you so 
report on the 2nd of December? 

A It was my practice to report to the board upo 
the return of any such trip and I presume that I did. If 
you have something to refresh my eer eae would help 
me. | | 

Q Do you have any recollection of the 
board's reaction to any such report by you to them early in 
December, 1962? 


A Yes. 


What was their reaction? 


Q 
A Favorable. 
Q 


Weren't you in fact cautioned that there 
could be serious pitfalls in such an undertaking and that 
no affirmative move should be made by you without adequate 
Giscussicn by the board well in advance? 

MR. FARRELL: Your Honor, I object unless -- 

THE COURT: I will overrule the objection. 
He can answer it. He was or he wasn't or he doesn't remember. 
No speeches. 

A I don‘t remember. l 
Q Mr. Shippee, I show you Defendant's Exhibit : 


316 for identificaticn. 
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MR. MacCRATE: Mr. Farrell, it is DX 43 of 
December 2nd. 

MR. FARRELL: Thank you. 

MR. MacCRATE: 1962. 


Q I ask the witness to examine the paragraph at 


the top of page 3 and ask him if that does not zefresh his 


recollection as to the caution from the board. 

A Please repeat the question. 

MR. MacCRATE: Mr. Reporter, would you read 
the question? 

(Question read.) 

THE COURT: Frame it again, please, Mr. 
MacCrate. 

Q Weren't you in fact cautioned that there 
could be serious pitfalls in such an undertaking and that 
no affirmative moves could be made by you without adequate 
discussion by you and the board well in advance? 

A By a single member of the board, yes. But not 
supported by the board in any degree. I would like to read 
the whole paragraph, if I may. 

THE COURT: Don't do that. You'll have an 
Opportunity to have redirect examination. 
Q Who was that member of the board? 


A Mr. Leonard Warrener. 


MAITHERN DE UCT COURT RIPORTERS. ts. COMRENEt 
bia 


jplt Shippee-cross — 480 

Q Dia you say anything te th» directors at that ; 
meeting about any eedeoresune that you !»d assumed on behal 
of Prudential Connecticut? 

A For this project? 

Q Yes. 

A No, not included in the minutes of this 
meeting. 

Q So that it is fair to say that nothing you nae 


done prior to December 2, 1962 had created any obligations 


for Prudential Connecticut, is it not? 


= eae 
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A Concepts with our currency. Not cash. We 
were Gealing in ideas and ideas that worked. That was why 
we were told that we were brought into the concept. No one' 


looked to us for our money. We looked at Phillips for this 


backing but they generally looked to us for concepts, not 
currency. 
Q Now, Prudential Connecticut was in fact 


cperating at a deficit at that time, was it not? 


: 
4 
fe 


A In the normal accounting sense, yes. But in 
insurance and in oil we have depletion and you override 
royalties, ail our overriding royalties carrying over one 
dollar in our balance sheet and yet they may exceed 
$75,000,000. 


Q Today, but they didn’t exceed $75,000,000 at 
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' 
A They could have exceeded $800,099 as I noted 
in recent material. All I'm saying, that a cash flow 
company, and a company that owns resources mostly in the 
ground have different accounting systems. 


Q There is a reference to the fact of an 


operating deficit in the third paragraph of page 1 of those 
minutes, is there not? 
10 A Yes. That was a normal procedure and it is 


still a normal procedure for the present company, even when 


there are present assets. The tax advantages are well 


known. 


Just listen to the question and answer it. 


16 A It had to do with deficits and we practiced 


7 deficits. They were not operating deficits to the extent 


14 THE court: No speeches about tax advantages. 
that tax advantages of oil create them. It is called 
depletion. 
Q Mr. Shippee, did you discuss with Mr. Van 
Hyning in Puerto Rico -- 
| MR. FARRELL: Excuse me, Mr. MacCrate,. 


Your Honor, I would move that Mr. MacCrate 


offer those minutes now. He's read from them. lie's 


kg ££ B RB 


questioned the witness about them. 
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, 2 THE COURT: I won't direct him to offer the 
, ae 
2 minutes but you may etter them on redirect examination 
4 if you wish to do so. 
5 Q Did you discuss with Mr. Van Hyning in Puerto 
- 6 | Rico at the end of November of 1962 your concept for a 
7 project? 
| A No. 
| Q Did you have any conversation with Mr. Van 
10 | Hyning at that time? . 
j i | A Merely courtesy. 
i a Q Did you describe what you had in mind at : 
| { 
3 that time to anyone? | 
A To Mr. Durand and Mr. Jesus Diaz-Hernandez. 
They were the directors. 
» Q And you told them it was for a gasoline 
refinery, that you were making plans? 
A No. 


Q Didn't you say that there was no other way 


to attack the problem? 


A A flexible refinery which could begin with 


one and Switch to the other. 


eo 
rt 


Q But essentially only an oil refinery for 


several years? | 


So 2 8 & 


A No, essentially a flexible refinery for several 
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years so that a core plant could be the mother hen for a 
series of brood chicks ria would become the satellites 
and build a chemical industry in Puerto Rico. 

Q In your conversation in Puerto Rico with 
Mr. Durand and with Mr. Diaz-Hernandez at the end of 
November, 1962, this is what you said to them? 

A I said much more than that to them. 

Q. But you said that to them, that you had just 
told the Court and jury? 

A Yes. 

Q Now, during this visit, didyou make a 

n presentation of any sort to EDA? 
I don't recall that I did. 
{it was entirely oral? 
As far as I recall, my visit there was oral. 

Q Did there ever come a time when you made a 
written presentation to EDA in Pucrto Rico? 

A In May of 1963 the application which was 
outline of the project, the application for the import 
quota was sent to Mr. Diaz-lernandez. 

Q In New York? 


I believe to their New York office, yes. 


You sent’ a copy of P-215 to Mr. Diaz-Hernandez 
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Yes. 
And you aid that to him in New York. 
Now, did you also send a copy at that time to 
anyone in Puerto Rico? 

A It is improbable. I don't think so, but I 
don't actually know. We normally made our deliveries to th 
New York office. 

Q And this was a hand delivery that was made? 

A I don't know. Their office was near ours. | 
It could have been, I just don't know. They were included an 
the distribution. 

Q When you say “they,” Mr. Diaz-Hernandez or who 
was it? 

A Mr. Diaz~Hernandez of EDA and the New York 
office was included on the distribution. 

Q What: was the distribution t>2 which you 


refer? Have you a list that indicates where copies of this 


were sent at that time? 


A Not to my knowledge. 


Q Well, upon what do you base your statement 
today that the distribution was made? 

A All of the independent parties received 
copies, including the financial peopiz, of course EDA, 


Mr. Chapman had multiple copies, I believe three. Mr. 
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Anderson, Mr. Wright, officers of Prudential Oil, also 


Mr. Young. 


Shippee - cross 486 

Q During December 1962 you had suggested that 
EDA write a letter to you, did you not, confirming interest 
in your project? 

A I believe Mr. Young sought that letter. 

Q arrears not. say in P-83, the report that you 
made to Mr. Anderson at the end of the month that‘ that 
letter was heing prepared? 

A In January, I believe January something. 

Q Mr. Shippee, please answer my question. 

MR. FARRELL: Your Honor, I object to it. He 
hasn't shown him the exhibit. He asked him about an 
Exhibit P-83 which I am sure means less to the witness 
than anything. 

THE COURT: If the witness doesn't understand 
the question he may say so. Ne knows if he cannot 
answer the question without looking at P-83, he under- 
stands he can see that. 

Frame another question please, Mr. MacCrate. 

Q Mr. Shippee, I show you Plaintiff's Fxhibit 83 
and invite your attention to the secend paragraph of the 
letter and ask you whether that does not include a 


reference to a letter being prepared by EDA? 


A I don't believe it does. I would. like to 


read the whole paragraph. It has to do with a public 
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hearing in Washington of Mr. Durand and the letter was 


for the Washington innate, The EDA was preparing for 
a hearing for the Puerto Rican project and Mr. Durand, 
the Administrator of EDA is coming from Puerto Rico on 
January 8, 9 and 10 to meet with “ir. Udall regarding the 
oil import. 

This letter was for that meeting in Washinaton. 
There was another letter. 

Q Well, would that be the letter that vou said 
was in preparation? 

A That is not the same letter I believe. This 
was for the meeting of Mr. Durand in tlashington. 

Q Did you seek a letter of support from EDA? 

A I believe Mr. Youna sought the letter to 
include in the application for import and later Mr. Durand 
spoke in January in connection with this meeting directly 
to Mr. Anderson and assured him of the support of the 
Puerto Rican G.vernment and we elected to keep it that way 
because we were seeking support of State on the use of 
Venezuelan oil and this political aspect was left to 
Mr. Anderson as to how the support of Puerto Rico would 
be expressed in the interest of how the State Department 
would support the application. 


There was another communication between Mr, 
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Chapran and Mr. Anderson on the political aspect because 
the President Setroniens ot Venezuela had formerlly becn 
a house guest of the Governor of the Commonwealth -- 
THE COURT: Please, not about house guests. 
I have to finish this trial some day. If you don't 
give concise answers it is goine t take much too long. 
Put a new question. 
o Mr. Shippee, is it not the fact that at no time 
did you ever obtain a letter of support from EDA? 
A A letter of support from EDA would include -- 
Q Can't you answer that yes or no? 


A NO, I can't because you are referring to a 


not to use it. : 
Q I just said did you get a letter of support 
from EDA? 


A Yes. 


particular letter to put in an application and we elected 


Q What letter of support did you get from EDA? 

A We have several letters of support from people 
in EDA on the project directed to us. 

Q You mean you corresponded with them about the 
project? 

A Correspondence in the form of letters. 


Q But you never reccived a letter that you can 
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exhibit to any authority as part of the evidence of support | 
that they were prepared to support you in seeking an oil ; qi | 
, 
4 import quota? : 
5 A We did not want that letter because it was so i 
6 sensitive and Mr. Anderson and Mr. Durand assured each | : 
| 1 other and Mr. Anderson will be a witness. 
8 Q The other day you testified, I believe, Mr. | | 
P) Shippee? | i : 
Bi 
10 THE COURT: Please don't summarize prior j 
11 testimony. That is dilatory also. Just ask him simple | 
declarative cuestions and you, "Nr. Shippee, give simple | 
declarative answers end no speeches, nothing about any- | 
14 body's house guests or anything like that. } 
15 Just answer the question yes or no if you can | 
16 and please do so and if you cannot dco so, give at least | 
7 | a concise answer addressed only to the question. : 
Frame another question. 
19 Q Mr. Shippee, you testified -- | 
: 20 | THD COURT: Please Gon't summarize prior testi- | 
21 | mony. Just ask _— a fact guestion: Is it true that | 
2 | such and such did or did not happen? Just ask him that : 
3 | kind of question. | 
yz | BR. MacCRATE: Your Honor, I respectfully would | 
rs) | ask him a question to identify a subject matter. 
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THE COURT: All right, tell him what subject 


i 
matter. : 


Q You testified with respect to a concept, did 
you not, for a project in Puerto Rico? 

THE COURT: Yes, he did. Fverybocy in the 
courtroom knows that. 

another question. 
Q indicated that EDA would undertake to make 
good losses, did you not, under your concept? 

MR. FARRELL: I object. 

No. 

THE COURT: Overruled but he has answered. 

I want to say one more thing. Don't answer 
when your attorney is attempting to make an objection 
because if the objection is sustained you are not supposed 
to answer. 

Q Did you at any time ask [DA to provide a 
guaranteed return on investrent? 

A The concept of the core satellite, which was 
our principal contribution in makine it work in that 
@ quasipublic utility aspect of the company would be they 
must supply the feedstock to any chemical company coming 
into the island which they reauired even to the extent 


that if the feedstock could not be made at a profit, that 
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Commonwealth would see that the core got a return on its 
money and we talked in terms of at least 6 per cent on 


the sale of any feedstock and that was the quasipublic 


e 


utility feature. But that was not in any degree related 


to profits or losses of the core. It was only in the 


2 
oe 


course of making a feedstock for a particular chemical 
company which the Commonwealth invited and needed raw 
material in order to manufacture. 

Q You wanted an investment guarantee for 
piece of the business, not all? 


A Not at all. That is not ju what I 


Listeria sini, Midhesgndatianisnanchsidinetendinheatieeunssmuscsinc aon ten ee 204 om, 
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Q You had a conversation with “r. Norton 
of 1973, did you not? 

A Yes. 

Q You explained to him some of the problems that 
you hac encountered, did you not? 

A We were asked by PDA -- 


THE COURT: Will you answer the question I 


explained problems or I didn't explain problems? 


Ore 


A I explained to him concepts. 

Q Did you explain to him the problems that you 
were having with EDA? 

A No. 


MR. MacCRATE: Norton deposition, page 5], 
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Your Honor, r would like to read a question 
and answer propounded to Mr. Norten on his examination 
before trial on March 29, 1973 in this action and ask 
the witness if this does not refresh his recollection. 

MR. FARRELL: I would object to it. 

THE COURT: I will sustain the objection to 
that procedure. However, the deposition which does not 


seem to have been docketed, may be marked for identifica- 


tion and may be shown to the witness and he may be asked 


to look at it and read it to himsel* and then he may be 
asked if it refreshes his recollection. 
But the deposition itsclf may not be read as 
part of the cross~examination. 
(Defendant's Exhibit 318 was marked for 
identification.) 

Q Mr. Shippee, I show you Defendant's Exhibit 318 
for icentific ation and invite your attention to the 
question and answer of Mr. Morton at lines 6 to 18. 

I ask you if that refreshes your recollection 
regarding a conversation with tir. Norton? 

A Who is “he"? 

THE COURT: I was about to ask the same question. 
Who is Mr. Norton? 


* 
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THE WITNESS: I know who Mr. Norton is. 
There is a “he" in here. 
Q The "he" is Mr. Shippee, is it not? 
A Yes, I find out that it is. I would need to 


take the answer before before I can answer the next 


question. 


THE COURT: He is just asking whether this is 


refreshing your recollection. 

THE WITNESS: Yes. 

Q What did you tell Mr. Norton in March of 1963 
that you now recall? 

A I told Mr. Norton on the telephone that we 
wanted a meeting because EDA had asked for an outside 
opinion of a new concept that we had described to them. 

I briefed him on the telephone and he arranged for a 
meeting a few days'‘later in his office with Mr. Jensen and 
Mr. Norton. 

THE COURT: Who is Mr. Norton? 

THE WITNESS: He was A. N. Little & Company as 
well as Mr. Jensen, Mr. Irizarry accompanied me to the 
meeting along with Mr. Young. 

Q Did you refer to the difficulty you were having 
with the EDA in that conversation? 


A No. We had no difficulty with the FDA, 
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We haven't referred to it and it didn't so indicate there. 
Q Did you pane in words or in substance to 
Mr. Norton that FDA was asking you and your group to put 
in a refinery without having the utility status which you 
felt was important? | 
A Nc. I just read -- 

THE COURT: Look, you are not to quote what was 
just shown to you. That was shown to you solely for 
the purpose of helping you refresh vour recollection. 
An attorney can show the witness anything that will help 
him refresh his recollection including a copy of the 
Herald Tribune and you are not to read it into the 
record. 

Look at it and see if it refreshes your recol- 
lection. 

Do you want to look at it again? 

THE WITNESS: Wo, thank you. 

THE COURT: Reframe the question please, Mr. 
MacCrate. 

Q Mr. Shippee, did you say to Mr. Norton in words 
or in substance that EDA was askina you and your group to 
put in a refinery without having a utility status which 
you thought was important? 


A No. 
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Q Did you say to him in words or in substance 
that in order to have a 70 per cent stock for a petro- 
chemical complex, that you could not live without getting 
the utility status of return on investrent guarantce? 
A No. 
Q Some time in December 1963 you began the 
preparation of a brochure, did you not? 
A Yes. 
Q You put it in the form of an application for 
an teense qua? 
A Correct. 
Q Did you have any precedent from which to work 
in preparing that? 
A Yes. 
What was the precedent? 
A Mr. Chapman gave us the outline as supplied by 
the Oil Import Quota Board in preparing an oil import 
quota application. 


Q You worked from an outline that Mr. Chapman 


provided to you, is that correct? 


A That was a regular outiine issued by the Oil 
Import Administration in the form of a Government document 
that we followed in preparing the application, yes. 


Q Did Mr. Chapman tell you what he thought should 
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or should not be included in the application? 

A We talked to Mr. Cordell Moore who was the 
person in charge. 

Q In December of 1962 you talked to Cordell 
Mocre? : 
A I can't be sure of the date but during the 
preparation of it we did get guidance on the format. 

Q Yesterday you told us about visits to Washington 
where you met Mr. Chapman. You didn't put any in 
December of 1962, did you? 

HR. FARRELL: Objection. 
THE COURT: Sustained. 

Q You were not in Washinaton on this Project in 
December 1962? 

MR. FARRELL: Objection. 
THE COURT: Overrulec. 

A No, it would have been in the subsequent period. 

But that particular was a telephone call with Mr. Moore as 


I recall. That was not a visit. You asked me in 


regarc to the application, the format of Preparing the 


application and I was respondina. 
We had help from tr. Moore. We also had 
guide lines issued by the Oil Import Quota Board on how to 


prepare it. 
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You had these in December 1962? 
A I can't recall. Fither December or January ; 
but this was a busy period, working on the application. | 
It may have been December. 

Q When you say we had a telephone call, did you, 
Mr. Shippee, speak with Mr. Cordell Moore in December 
1962 or January 1963? 

A No. 

THE COURT: Who was the we in this case? 
THE WITNESS: I believe Mr. Young. It was 

Prudential Oil Corporation. 

Q Well, you believe it was Mr. Youna. Do you 
believe it was anyone else? | 

A I know that Prudential oIi Corporation had 
telephone cormunication with Mr. Moore on the format of 
the application. I believe it was Mr. Young because 
he worked on it directly. I am not sure. 

Q Who else in Prudential was working on it and 
may have had a call to Mr. Cordell tNoore? | | 

A Mr. Little and Mr. Willey. 
A Yes. 
Q Mr. Shippee, I show you Plaintiff's Fxhibit 214 


and I ask you if you will examine that notebook and dis- 
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mn | 


ars Shippee - cross 

regarding the handwritten notations that we examined 

together the other day, and the other amendment insertions, 

is that the brochure that was compiled in January of 1963? 
A The date is December of 1962 and January 1963. 


The contents were compiled in December 1962 and this first 


page has January 1963 on it. But this was done in 


December, 1962. 

Q All that is in that book other than the changes 
*I am going to come to that in a minute -- was in the book 
by the end of December of 1962? 

A That is my recollection. 


(Continued on next paqe.) 
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2 Q Now, between December of 1962 and May of 
3 1963, is it your weationes that the only changes that were 
made in the brochure, are the ones that are recorded as 
additions to P-214? 
A No. 
Q Looking at the changes reflected on 
P-214, there is a change on the cover, is there not? 
A Yes. 
Q And there is a chance on page 4 of 
report in brief? 
A Correct. 
Q And there is a chance under "Core Plant" 
on page 1 2 gramnatical change of a few words in pencil? 
A Which chapter is that? 
Q "Core Plant." 

THE COURT: Do we have to spend time on 
grammatical changes? 

MR. MacCRATE: Your Honor, there are, by my 
count, seven changes in this and I wanted to identify them. 
I believe this is ispoekeie. 

THE COURT: Can it be conceded there are 
seven pencil changes? 

MR. FARRELL: I don't know, your Honor. I 


never counted them. 
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Can you find the section entitled "Core 


y 


Plant"? 


Did you find it? 

That is Chapter II. 

Do you find a pencil notation of a grammatical 
change? 

It is just edited changes of spelling. 

THE COURT: You say it is spelling and it 
is grammatical. Can't we get to the bedrock? Let's go 
forward. 

Q Do you see a chapter headed "Support of the 
Commonwealth"? 

Chapter III. 

Has a change been made there? 

One ‘deletion. 

at has been deleted? 
A » Summary of disposition in and of the 
Support of the Commonwealth government is contained in 
their recent letter of the sponsoring group. 
Q Since there was no letter to the sponsoring 
group that has been deleted. 


A No, that was an agreement between Mr. Anderson 


and Mr. Durand at their meeting, not to include it in Januar 
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and it was therefore taken out. 
Would sad. ee at “Commercial Implementation"? 
Chapter IV. 
Is there an insertion there? 
Yes, there is. 
On page 3? 
Correct. 
Of the paragraph. 
Yes. 
Q Under "Officers and Directors," are there 
changes in the descriptions with respect to two individuals? 
A Correct. 
Q And under "Engineering Planning," there are 
also some Cacericht cok changes? 
A Chapter V, yes. 
Q As you leaf through it, have you secn any 
other changes on P-214? 
pencil or pen mark, no. 
any of the changes that we have just 
reviewed reflect suggestion of Mr. Fischbeck? 


A Yes. 


Q What change or changes reflect the suggestion 


of Mr. Fischbeck? 


A All of then. 
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Those suggestions were made by Mr. Fischbeck 
j 
when, and to whom? 
A To myself and to Mr. Young at a meeting in 


February and a meeting in March, but I can't identify the 


particular ones at the particular time, but we all worked 


| 
| 


on the final chapter of this book. We, including Mr. Young, 
Mr. Shippee, Mr. Fischbeck. 
The corrections, the book with the corrections, 

were then turned over to Phillips for copying and repro- . 
duction. | 

Q These corrections were all made before you | 
Gelivered P-214 to Mr. Holland? 

A In May of 1963, I believe so, that would be 
my recollection. 

Q Well, Mr. Shippee, didn't you testify that 


you gave P-214 to Mr. Holland in February of 1963? 


A Could you refresh my recollection as to the 


THE COURT: It is 314 we're talking about? 
THE WITNESS: 214. 
Q Page 209 and 210 of the transcript: 
ie Dic you deliver that brochure or another copy 
of that brochure to Phillips? 


"A Yes. 
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“Q About ian did you do that? 
“A About February, 1963. 
“Q To whom in Phillips do you claim it was 
delivered? | 
“A Mr. Holland, as I recall." 

And then again several pages later. 
speaking about P-214: 

*6 When did you give this book to Mr. Holland? 
"A in February or March, 1963." 

THE COURT: If you read it, please read 
"question," and then insert the word “answer,” so the reporter 
won't misunderstand. 

A I would agree with that schedule. These 
books remain. I had one, Mr. Young had one, Mr. Fischbeck 


had one, Mr. Holland had the copy from which the print copy 


would be made. We worked in February and March. The final 


printing was done in May, I believe. But this work copy 
under preparation would have been in that period and that 
would refresh my recollection. 

Q You gave this work copy to Mr. Holland in 
March -- February or March of 1963? 

A That's my recollection. Yes. 

Q When you gave it to him, what did you ask 
him to do? 


A He was to reproduce ten copies, originally. 
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Q When you say reproduce, did you tell him 
how you wanted it a oe 
A No. As I recall it was the suggestion of 
Mr. Pischbeck -- we were having difficulty because so many | 


people were involved in the financing aspects and the 


technical aspects that we didn't have enough copies. He 


said,"“Give it to us and we will make copies." 

I said, “wWho?" 

And he said, "Mr. Holland." 

I was introduced to Mr. Holland and he said 
he made ten copies. It later became a finished document of 
fifty copies but the Original sugcvestion was ten copies. 

Q Did Mr. Holland arrange for the typing of the 


document? 


| 
| 
A Yes. 

Q And it is your testimony that the typing 
that was done to transform P-214 into a finished document : 
was done through the services of Nir. Holland? 

A As I recollect, although it is also my ’ 
recollection that some work was sent out to a typesetting | 
firn, because I think in an earlier examination I saw an | 
invoice for some typesetting that we paid. But it is only ‘ 


vague in my mind. It was turned over to them to reproduce. 


The exact details r‘'m not totally familiar with. 
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Q But it was Mr. Holland's responsibility as 


e 


l 
far as you were concerned, to prepare a typed copy and then 


to reproduce a typed copy of the entire document? 

A It was an offered service and not a responsi- 
bility and we gladly accepted it. 

Q This typing took place over the period March 
to May of 1963? 

A Yes, pages were changed as new thoughts were 
dropped in and it was a series of compiling and bringing 
it all together. 

Q I believe you identified Defendant's Exhibit 
215, that I show you now, as the final form of the brochure, 
is that correct? 

A Correct. 

Q Is it your testimony that the pages, all of 
the pages that appear in this brochure, were reproduced 
by Mr. Holland? 

A With his help. I don't know if the word 
“all” is appropriate, but with his help it was reproduced, 

Q Well, didn't you tell us the other day 
that you got back for colation all of page l, all of Page 
2, and then someone at Prudential put it together? - 

A Correct. 


Phillips didn't -- or Mr. Holland didn't 
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arrange for any collation? 
A I didn't a me “~~ well, perhaps I used the 
word collation. The separators were supplied by us and 
the binders. Now, whether it was delivered collated or 
all page 1 together, I didn't see the actual delivery. 
Now, it might have been collated. Y was 
under the impression that it was just delivered in twenty> 
five units of each page but they might have been collated. 
Q Well, Mr. Shippee, if you take the work copy, | 
P-214 and then direct yourself to what you describe as the 


brochure in final form, are all cf the Pages reproduced in 


the same manner? 


THE COURT: What is the number of the second 
booklet? 
MR. MacCRATE: P-215, your Honor. 
ThE COURT: Thank you. 
You mean in the same manner, mechanically? 
MR. MacCRATC: The same mechanical manner. 
A It doesn't appear so. 
Q That there are differences in some of the page 
from the work copy and the final copy? 
A This appears to be a different way of reproduc- 
tion than this. This appears to be typewriter and this 


appears to be an offset and ™'m not an expert. But there is 
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a difference in the appearance. 

Q Well, turning to the blue covered booklet, 
"National Petroleum Refiners Association," has that been 
photo offset? 

A This insert appears to be one of a general 
supply, it appears to be the same supplied by the National 
Petroleum Refiners Association from Tulsa of their fall 
meeting. 

It doesn't appear to be a reproduction, but 
it appears to be one of multiple copies. 

Q So that is one section of this book that 
was not reproduced by Phillips? 

A No, I'm wrong, because .there was a staple in 
this copy here where there is a hole. Now, in this copy | 
there is no hole, but there is a picture of a staple. So it 
must have been photo offset because a staple picture came 
through, apparently. I can't. be sure. 

Q How do you explain, Mr. Shippee, the 
@ifference in the appearance of the pages in Chapter V from | 


the pages in Chapter I or Ii? 


| 
A Let me try to look at it. This apparently | 


is a typewritten page and this is faded and apparently was 
Photo offset of some kind. 


Q Well, the first page is -- 


> COUR IIR Mist 
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MR. FARRELL: Excuse me. Go ahead, ask 
your guestion. | 
Q The first pages were also-photo offset, were 


they not? 


MR. FARRELL: Your Honor, I object to any 


further procedure down this line. I think it is simply 


wasting time. 


COURT: If he doesn't know, he can say 


I don't know. 

Q Do you see any difference in the texture of 
these pages as you feel them? 

A Yes. It is apparent that that is sort of 
brown and fading and these are white. That's the charac- 
teristic of an offset after several years. 

Q But -you don't see any of that browning on 
the earlier chapters of the book, do you? 

A Yes, I'm afraid I do. It is there. 

Q Now, you're pointing to the back of the back. 

A This is Chapter v, “Engineering.” It appears ! 
to me to be different in processes. 

Q Referring to the Parsons Company study, is that 
not on different textured paper than the Preceding pages of 


the report? 
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A I pointed out again that this came out of a ; 
sort of looseleaf Sahdes which had holes in it when it was 
taken out. But now the holes are shown by picture. So it 
had to be a reproduction by photograph otherwise there 
would be holes in it. 

Q It is your testimony that however it was done 
Phillips -- or I should say Mr. Holland of Phillips did it 
all? 

A I delivered it to him to be done and he 
delivered it back to us eit that's all that I'm sure of. 


Q He delivered it back to you on or about 


May 28th, is that your testimony? 


A Subject to recollection, it was towards the | 


end of May that it was delivered and I recall we distributed 
it within a day. 

Q Didn't you testify that it was the day 
before? 

Within a day. 

THE COURT: When you're finished with that 
topic, if you are, I will take a brief recess. Is it 
convenient to suspend at this time? 

MR. MacCRATE: Yes, it would. 

THE COURT: Members of the jury, we will take 


about a ten minute recess. 
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(Recess.) 
(In open - jury present.) 
THE COURT: Proceed, Mr. MacCrate. 

Q Returning, Mr. Shippee, to July of 1963, 
did you and Mr. Young and Mr. Coan and Mr. Chapman and 
Mr. Anderson meet in Mr. Anderson's office on July Pa 
1963? 

A Yes. 

Q At that meeting, did you request Mr. Anderson 
to convince Phillips to sign the application for an oil 
import quota? 

A The word "convince" bothers me. We asked Mr. 
Anderson to see that the request I nad made to Mr. Pischbeck 
for Phillips to sign the application was in fact being 
carried out. 


Q Did Mr. Anderson agree to take care of the 


A Yes. 


Q On the following ccy you were involved in a 


serious airplane accident in Rochester, New York? 


A Yes. 
Q On July the 
Correct. 


In the week following the accident, you called 
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Mr. Anderson on the telephone? 
¢ 


A I talked with him on the telephone. I believ 


he called me. 

Q And he told you that Phillips would sign 
the application and that everything was all right? 

A He told me not to be concerned about the 
business matters, that they were going well. 

THE COURT: The question was, did he mention 
Phillips at all in that discussion? 

THE WITNESS: I asked him about Phillips and 
he responde’ that it was going well, that I should get well 
and not be concerned about the business matters. 

Q Well, didn't you testify -- this is at page 
320 of the Sniuibini eles line 7 -- excuse me, line 9: 

"A In the following week I called him and asked 
him how the project was going. i!e told me that Phillips 
would sign the application and that everything was all right, 
I shouldn't be concerned." 

A That was the next week, I believe. 

Q But the week following the accident? 

A I'm sorry, I presumed that you were talking 
about the first conversation after the accident. Yes, 

Q But the week following the accident you called 


Mr. Anderson? 
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Correct. 
And that i's what he told you at that time? 


A Correct. 


Q Now, were you able then after this accident 


° 


to carry on with the petrochemical project? 


A Yes. 

Q And you were capable of handling any 
necessary negotiations and continuing to pursue it and carr 
it on? 

A Yes. 

Q Isn't it a fact, Mr. Shippee, that you gave 
testimony about this very matter in December of 1965? 

A In which regard? 

Q With respect to your ability to carry on your 
activities. 

A To whom? 

Q Do you have any recollection of giving testi- 
mony on that subject in December, 1965? 

A Can you refresh my memory? 

THE COURT: You mean by that you don't remembe 

whathes you did or not? 


THE WITNESS: I don't remember what time. frame 


MR. MacCRATE: I ask that the transcript that 
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I have handed the clerk to be marl:ed 319. 


THE court: Marked for identification. 


(Exhibit D-319 marked for. identification.) 
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Q I show you Defendant's Fxhibit 318 for 


identification, Mr. Shippe, and ask you if that refreshes 


your recollection as te giving testimony in December 1965? 
A This is a suit by Nathan Mm. Shippee -- 
THE COURT: Just answer the suestion. 
A Yes, it does. 
Q Is the copy of the transcript before you a copy 
of a deposition that you gave on December 29, 1. 965? 
A Yes. 
Q Turning to the last page, page 25, did you 
verify it on February 18, 1966? 
A Correct. 
Q On page 17 -- 
A Yes. 
Q -- line 8, did you not then testify: 
“I wasn't capable of handline the neaotiations 
or continuing to pursue it. I lost all ability 
to concentrate and initiate and carry on the 
project which demanded a lot of time and attention 
and creative thoucht."” 


Wasn't that your testimony in Decemher of 


A Yes, but I must look hack to what time it 


ny 


referred to. Iam just looking at this now for the 
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first time in several years. 
I would like to have a chance to go back and 
look at my testimony as to what this referred to. 
In July and August in the summer of 1963, I 
was convalescing. 
Q On page 4 of the transcript beginning’at line 
5 there is an interrogation about July 2, 1963, is there 
not? 
A Yes. 
Q Could you be mistaken as to the day on which 
you had a conference in Mr. Anderson's office? 


A I don't believe so, This says on July 2nd 


as the date of the accident and I am uncertain that this 


is July 2nd or July 3rd. A calendar would fix the date 
if we have one for 1963. 

MR. MacCRATE: I apologize, your Honor. 
I had a copy here and it got mislaid amona the papers. 

THE COURT: I am not clear as to the question 
presently before us. 

MR. MacCRATE: I am looking for a copy of a 
1963 calendar I thought I brought with me. 

THE COURT: All. right. 

Q Mr. Shippee, if I were to tell you it was 


Tuesday, July 2nd, would that refresh your recollection? 


5 
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A No. If you were to tell me that the record 
shows that the meeting in! mr. Anderson's office was on 
July 2nd I would say this is the nxt day, the following 
day. If it took place on July lst, then this would be 
July 2ne. That is my question. It is one day after 
and I don't know if it is the lst-2nd or the 2nd-3rd. 

MR. MacCRATE: I ask the Clerk to mark this as 
the next exhibit. 
(Defendant's Exhibit 320 was marked for 
identification.) 

Q I show you a reproduction of a page from the 
New York Times of July 3, 1963. I ask vou if that 
refreshes your recollection as to the date of the crash? 

A Is this the date of the issue? 

0) Yes, and you will note that the dateline on 
the story with respect to the crash is July 2, is it not? 

A It would appear that the crash was July 2 and 
the meeting in Anderson's office would have heen July 1. 

Q Was Mr. Oscar Chapman in New York on July 1? 

A Yes. If that was the date of the meeting, he 
was at the meeting. 

Q With respect to the day of July 2, you spent 
that entire day in Rochester, New York, did you not? 


A Yes. 
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Q This unfortunate accident happened that 
evenina as you were retuskion to Westchester Airport? 

A Yes. 

Q Mr. Shippee, I hand you again Defendant's 
Exhibit 319 for identification, the transcript of your 
testimony on December 29, 1965. 

I ask you if you were making a claim in the 
acticn at that time for lost earnings as a result of 
being injured in the accident? 

MR. FARRELL: I object to that. 

THE COURT: Overrulec. 

A I was makine a claim for damages as a result of 
the accident. 

Q Does it not appear at page 10, line 9: -=- 

MR. FARRELL: I object to this procedure. 

THE COURT: He mav he asked whether he recalls 
testifving in a certain litigation the tile of which shall 
be stated and the date and read the question and read the 
answer and asked whether he gave such an answer in response 
to such a question. | 

I will permit the use of Exhibit 319 for 
identification for impeachment purposes. 

Q Page 10, line 9: 


i °) Mr. Shippee, are you claiming lost earn- 
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ings as a result of being injured in this 
accident? 

"A Yes. 

“Q How much lost earnings are you claiming? 

"A I don't know exactly. 

*Q Mr. Shippee, if you don't know exactly 
just tell me approximately how much and how you 
arrive at it and over what period of time you claim 
these lost earnings." 

Then there follows testimony with respect to 

Impak Systems, is there not? 

A Correct. 

Q Did you give that testimony and cive the 
answers that I have indicated at that time? 

A I did. 

Q Turing to pace 14 after the interrogation with 
respect to Impak Systems was completed, on line ll: 

*9 So then that would be one area of lost 
earnings which you claim? 

"A Yes. 

al @) Are there any other areas? 

“A Yes. 

ak 8) What is the next one? 


“A All of my work was to take develop 
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situations into orerations and I took a situation 
in Puerto Rico to deinen a chemical industry 
for the Commonwealth and I negotiated with the 
Governor and I had a franchise to do this. And 
I negotiated with Oscar Chapman, former 
Secretary <-- 

“Q When was that? 

"A i962. Ane I negotiated with Oscar 
Chapman, former Secretary of the Interior and with 
Robert Anderson, former Secretary of Treasury and 
with Stanley Learned, President of Phillips 
Petroleum Company. Ane I received from Phillips 
Petroleum a contract to Suppiy the crude oil and 
buy the chemicals and to supply the technical 
and operating personnel for a $60 million refinery 
in Puerto Rico ane this contract was dated November 
1962 and we were actively organizing the chemical 
complex in Puerto Rico in July of 1963 when the 
accident took place. 


“I was not able to continue with it ane the 


project has gone ahead without me. 


ia) The projeet is going ahead without you? 
"A Yes. It has since been concluded about 


three weeks ago and is now a $100 million refinery 
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and $500 million complex. It is now a $600 million 


‘ i. ‘ 
complex in Puerto Rico. It was in the newspapers. 


*Q Does it have a nance? 

"A Yes but I don't recall. 

*Q You can fill in the name when you get 
this deposition to sign? 

"A Yes." 

A line is left for the insertion and there 

appears "Phillips Core Inc.", does it not? 
A Correct. 
Q me) How much do you estimate approximately 
you lost on that deal, ‘Ir. Shippee? 

"A I don't have any way of calculating it. 
We are trying to. This is one of the indetermin- 
ates." 

"0 If you give me a rough approximation 
now anc fill it in more correctly when you cet the 
deposition to sign so we can have something to 
work with", 

and then there is a line left and there is e handwritten 
insertion. 

Is this your handwriting, Mr. Shippee? 

I believe it is. 


"One guarter of $6 million or $1,500,900. 
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‘+ You can fill in the space. 
For what? 


For how much you estimate you lost on this 


"A Yes. 

"9 Mr. Shippee, can you tell me briefly how 
you would estimate your loss on the Puerto Rican 
oil deal which you were entering at the time of 
this accident, due to the accident? 

"A Based on the value of the oil in Puerto 
Rico of $1.50 a barrel it vould amount to $75,000 
a day profit rer a 

“On the other hand, tased on operatina a going 
business of $600 million refinery as a core plant 
for a chemical industry on a franchise basis in 
Puerto Rico, we would look for 10 per cent return 
on capital investment annually or $6 million per 
year. 

"OQ Will you tell me, Mr. Shippee, how you 
feel or estimate the accident caused you to lose this 
money or any part of it? 

"A I wasn't capable of handline the negoti- 
ations or continuing to pursue it. I lost all 


ahility to concentrate and initiate and carry on 
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2 the project which demanded a lot of time and 
3 attention and creative thought. : 
4 "Q x take it, My. Shippee, you were not the 
5 only person embarking on this venture? 
6 "A I was the only motivator and chief 
7 negotiator and the originator. I was the'‘chairman 
8 of the business and controlling stockholder. 
9 “9 Did the negotiations finish and you 
10 Say consummate into the finished product? 
11 "A The negotiations which I was eves Wien: 
12 grounded to a halt and the cther interested parties, 
13 essentially the Commonwealth of Puerto Rico in my 
14 absence turned in other directions and completed 
15 without me." 

e 16 : Did you so testify in December of 1965? 
a A I did. 
18 Q Did you make the handwritten insertions in the 
19 transcript on or about February 18, 1966? 
| A 7 did, 
21 | Q Mr. Shippee, between November of 1962 and 
2 | January of 1965, did you ever have any conversations with 
ot ‘Ir. Learned regarding the Puerto Rican project? 
a | A In January of 1965. 
ys) : Q But prior to that time you never had, had you? : 
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A Not that I recall. 


3 Q Yesterday youl testified with respect to P-163, é 
4 January 14, 1965, did you not? 
5 A x did. a 
6 Q That is a copy of a letter from you to Mr. ; 
17 K.S. Adams, Chairman of Phillips Petroleum? ; 
8 A It is. | 
9 Q You at that in January 1965 sent a carbon of i 
10 your letter to Mr. Anderson and Mr. Wright but you made 
ll that a blind carbon, did you not? 
A Correct. r 
13 Q There was no indication on the copy that went 
14 to Mr. Adams that you were sendina a copy to Mr. Anderson | : 
15 and Mr. Wright? 
16 A None. . 7 
17 Q Similarly, with respect to L-165, which is a | 
18 letter of January 14, 1965 to Mr. Stanley Learned? 
19 ' A Correct. 
20 | Q Did you at or about that time correspond with 
21 : Mr. Wright regarding shares in the equity available in ! 
Ze | the petroleum chemical plant? 
2 | A Yes. | 
24 | Q You wrote to him, did you not, that vou cide 
25 share and share alike in the petrochemical plant proposed 
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for Puerto Rico among the four principals, W.H. Wright, 


; 
R.B. Anderson, E.J. Willey and N.M. Shippee? 


A To share in the remainder after sharing with 
others, yes. 
0 You identified those four as the four principals? 
A Four individuals. 
‘@] Did you not use the word Principals in your 
letter to Mr. Wright? 
A I may have but they were individuals as 
principals. 
0 Shoftly after you delivered that communication 
to Mr. Wright, you had a response from him, did you not? 


A I believe that is correct. 


MR. MacCRATE: Mr. Parrell, I am going to 


ov Mes 


inquire with respect to a defendant's exhibit on pretrial, 
D-187, dated January 28, 1965. 
I ask that it be marked for identification, 
(Defendant's Exhibit 321 was marked for 


identification.) 


eet di en 


MR. MacCRATE: JI understand that plaintiff's 
counsel do not have here a copy or the reverse side of the 
decument. 

THE COURT: They éan use this copy here, 


You can continue and I will look at it later, Let Mr, 
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Farrell look on while you use the paper. That perhaps 
would make it easier. 

That second sheet is intended or you can 
contend that is a photostat of the reverse side of the 
original, is that worrect? 

MR, MacCRATE: Provided to us by plaintiff's 
counsel, your Honor. 

Q Defendant's Exhibit 321 for identification is 
a copy of a letter from Mr. Wright to you of January 205 
1965, is it not? 


A Yes, it is. 


} 
i 
} 
| 
' 


Q On the — side there is some handwriting. 
Can you identify the authorship of that hand- 
writing? 
A ‘I believe it is my handwriting. 
Q Will you read for me the three lines that 


appear opposite the notation 8/31/63? 


cstienieatikietiahieteedtneianeteddl niiekn TOT Oe 


A "Chapman to be quarterback. He will take 
care of Coan. RBA to take care of us." 
May I look at the rest of that a moment, please? 


(Continued on next paqc.) 


ke 6 a.m. 1 


R 
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Q After looking at the balance of your hand- 
writing on the reverse lide of the document, can you recall 
about the time that you wrote that on the reverse of D-321l 
for identification? 


A In the area of January, 1965. 


| 
MR. MacCRATE: I offer 321 in evidence, your | 
Honor. | 

MR. FARRELL: No objection. | 

THE COURT: Received in One ee 

(Exhibit D-321 was received in evidence.) 

Q Now, at this time, in January of 36S, 

you were speaking in terms of share and share alike among 
“ne four of you, that would be twenty-five percent to Mr. 
Anderson, twenty-five percent to Mr. Wright, twenty-five 
percent for Mr. Willey and twenty-five percent for you, | 


Mr. Shippee, is that not correct? | 


A In the residual after sharing with all of the | 


¢ 


other partners. ‘Whatever the residual was we would share ard 


share alike. It was the residual. | 
Q There came a time, however, when you suggested 
to Mr. Willey that his share should be reduced? : 
A Not in connection with sharing the equity, 


no. 


Q Wed... did you not write to Mr. Willey in 


5 Rn ee eee se 
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October of 1966 and suggest thac instead of a twenty-five 
percent share, he steutd heen Only a fifteen percent share? 
A I did. 
Q And you suggested that Mr. Wright should have 


only a five percent share? 
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A I did. | 

Q And you suggested that Mr. Anderson should 
have a zero share? 

A I reflected his suggestion. 

Q And thereafter Mr. tiilley wrote to you and 
suggested that he should have a twenty percent share, did ‘ 
not? 

A He negotiated between the twenty-five and 
the fifteen and left it open for discussion and this had to 
be in connection with the confrontation with Phillips. 

Q You say he negotiated and were those negotia- 
tions concluded with an agreement? 

A No. 

Q Has there ever beer an agreement with respect 
to the share of ur. Willey of any claim against Phillips? 

A No. The claim against Phillips is by the 
Prudential Company and if the Prudential Company ever receives 
a claim against Phillips, it will then compensate, Mr, ds 


Mr. Willey and others who worked with us on the project, but 
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17 


18 


‘associate themselves with litigation in order to assert our 


rights and Mr. Anderson said he would take no share in any 
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jpit 
that would be a compensation to them after the claim is 
satisfied. ! 

Q Do I understand the agreement with respect to/| 
share and share alike of twenty-five percent each among the 
four individuals has been terminated? 

A No, that exists. If there ever wows an 


equity claim on an ongoing basis, we would share and share 


alike. But Secretary Anderson and Mr. Wright would not 


settlement. 


Mr. Wright left it open for a while and then , 


would have no share in any compensation arising out of 


a clain. 


Q What position has Mr. Willey taken in that 


said in the case of a suit involving a settlement, he 
regard? 


A Mr. Willey has taken a position that he ian 
like to be compensated if there is any settlement out of | 
the claim and that he would like to be considered in the 


area of twenty percent, but he left it open and it was not 


a condition. 


Q Did all of these conversations take place 


with you? 
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A I believe it is in letter form and you 
referred to the letter shat I am recalling and if you 
refreshed my recollection, if I could look at it now, of 
Mr. Willey to me in answer to my letter to him -- 


Q His letter in October, 1966 merely said that 
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he would suggest that he take twenty percent rather than the 

fifteen percent, did he not? . | 
A It says more than that. You would refresh 

my recollection, if I could look at it. 

THE COURT: Could we go to that after the 
luncheon recess? I don't mean to interrupt your train of 
thought, but I think this is a point where I would like to 
excuse the members of the Jury. 

Please return at a quarter to 2. The rest 
of you stand by momentarily. 

(Jury left the courtroom.) — 

THE COURT: I have two questions I want to 
ask. The first is directed to Mr. Farrell and the second 
to counsel, generally. 

Iam going to ask a question on the record. 

I am going to ask you to answer it yes or no. If you don't 


want to answer it, I am not requiring you to answer ic. If | 


you prefer to answer it off the record, I will allow you to. 


My first question is this: 


jpit 
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Are you familiar with and aware of the 


: , existence of Exhibit p-319 and its contents prior to the 
i 
: 4 : commencement of this trial? 
5 MR. FARRELL: No, your Honor. 
6 THE COURT: Was Chief Judge Edelstein familiar 
7 


with it at any time during the pretrial proceedings in this 


8 case which he had? 
9 f MR. MacCRATE: Not that I am aware of your 
i, li : 

10, Honor. 
i 
‘j r 

a] THE COURT: You didn't know about it until you 
] 

2 got it? 


MR. FARRELL: No. 


THE COURT: I think that was a reasonable 


answer and your firm was not affiliated in that trial. 


Records of this court show that this Exhibit D-319 is the 


deposition of Mr. Shippee, the witness here, taken pursuant | 


to stigulation by other attorneys who were not involved in 


this litigation on December 29, 1965, in a litigation then 


pending in this court entitled Nathan M. Shippce, Plaintiff, 


agcinst Mohawk Airlines, Inc. The original deposition was 


not docketed because that was the one that is here and it 


bears no stamp of the Clerk of the Court on Exhibit 319 


which appears to be the ribbon copy and the one that bears 


Mr. Shippee'’s signature. 
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This action was pending in this court under 


¢ 


i 
docket number 64 Civ 2105. A stipulation of discontinuatio 


of this litigation was filed December 4, 1967. The Clerk's 
office has accordingly sent that file to the warehouse of 
the United States Archives, in Bayonne, New Jersey. 

I will just state what I think all of us 
ought to recognize. A litigant is not supposed to blow hot 
and cold ina lawsuit. 

MR.FARRELL: Your Honor -- 

THE COURT: You don't have to answer. 

MR. FARRELL: I have plenty to answer on 
redirect. 


THE COURT: You better read this exhibit, 


MR. FARRELL: I have. 

THE COURT: You attorneys better stay in 
friendly communication with each other. I think I have said 
enough. 

We will be in recess. 


(Luncheon recess.) 


' 
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AFTERNOON SrSsIon 
NATHAN SHIPPEE, resumed. 
CROSS FXAMINATION (Continued) 
BY MR. MNacCRATE: 

Q Mr. Shippee, in August of 1971 do you: recall 
being asked the reasons for reducing the percentace | 
participation of Robert B. Young from 25 per cent in 
January of 1965 to a suggested zero in October of 1966? 

A Yes, I do. 

Q Do you recall answering at that time "“Unkown"? 

A No, 2 don't. 

0 I show you Plaintiff's answers to defendant's 
amenéed interrogatories No. 26-J and K which are dated 
August 24, 1971. 

I ask you if that refreshes your recollection 
as to the answer given at that time? 

A Could I also see the Fxhibit 55 which was part 
of the answer? 

Q Does this refresh your recollection that you 
were asked that question and gave that answer at the time 


that you did not know the reason? 


A It refreshes my recollection of the answer but 


refers to an an exhibit which also affected my answer and 
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I would like to look at the exhihit. 
Q Can you answek my << 
MR. MARKS: I think the witness is entitled to 
see the exhibit that the interrogatory refers to. 
THE COURT: I think it is incorporated by 
reference. 
What is the correct number of the document? 
Is it in evidence in this case? 
MR. MacCRATE: Yes, with a new number, your 
Honor. The interrogatory uses the pretrial number. 
(Defendant's Fxhibit 322 was marked for 
identification.) 
MR, FARRELL: It is Plaintiff's Exhibit 201. 
Q Mr. Shippee, I show you a copy of Plaintiff's 
Exhibit 201 and ask you if that doesn't refresh your 


recollection that you were asked the question as to the 


reasons and you replied "Unknown". 


PN This has no reference to Mr. Anderson. 
Could I read it? 
Q The interrogatory, ‘ir. Shippee, relates to the 
reasons for recucing the percentage participation of 
Robert B. Anderson from 25 per cent in January of 1965 
to a suggested zero in Octoher 1966. There is no refer- 


ence in the letter to Robert Anderson, is there? 


: Wy 
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A I presume the answer refers to the letter and 
there was no reference to! Mr. Anderson so I don't know how 
you made the connecticn. 

THE COURT: I may he ablic to clarify it. 
As I understand it there is only a tctal of 70 per cent in 
the letter of October 4, 1966. There is 30 per cent 
not mentioned. 

MR, FARRELL: No, it is 15 per cent each for 
Shipree, Willey and Younc. 

THE COURT: Then it comes to 100. 

MR. FARRELL: It does. 

THE CouRT: The inference being that Mr. 
Anéerson was zero. 

MR. FARRELL: That is right. 

A Yes, I know that he disassociated himself 
from any reimbursement that might arise out of the claim 
but those questions were directed in an interrogatory to 
this letter and that is the reason unknown might have been 
given as the answer I have to assumc. 

Q Didn't you also answer that you didn't know 
the reason why you were suagesting Mr. Willey's percentage 
be reduced from 25 per cent to 15 per cent? 


A This refers to interest in a suit, not the 


< sae eae mmnemnnanne << mm mame 
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sharing of equities and this was establishing sort of an 
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area for consideration and a subsequent letter said that 
Mr. Wright didn't want an} interest in a suit but sought ae 
of set aside 5 per cent in case we did want to reimburse him 
later. 

I was trying to answer in that as to the 
evidence of the interest in this suit, not changing from 


a sharing of the equities. 


@) What were the shares in this suit as you 


A There were no shares in a suit, proposed shares 
in the equities. 
Q What percentage interest did you assign with 
respect to any recovery in this suit, Mr. Shippee? 
A I suggested -- 
MR. FARRELL: Your Honor, I object to that 


Lecause he didn't assicen it. Assian is a legal word. 


adivvied them up? | 
| 
| 


THE COURT: I will sustain the objection to the | 


‘ 


use of the word assigned. If he wants to say attribute 


Or some -- 


MR. FARRELL: Proposed I think: 


Corporation, 15 per cent each for Shippee and Willey and 


* “s 


| 
A I proposeé 50 ner cent for Prudential OI1 | 
§ per cent for Will Wright althouch I had no authority for | 


i 
Mr. Wright to include him in any interest for the furpose | 
if 
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of a suit, 


3 ; 
Q Which Prudential Oil Company were you talking 


about in October 1966? 

A I believe this would have been Prudential Oil 
Corporation of New York. On or about that time it was 
formed as a subsidiary of Prudential Oil ettetuaeien. a 
Delaware corporation, which became Prudential Funds, Tae, 

Q You proposed in the first week in October of 
1966 a division of 50 per cent to Prudential Oil of New 
York, 15 per cent to Shippee, 15 per cent to Willey and 
15 per cent to Youna and 5 per cent to Wright, adding up 
to 100 per cent, is that right ? 

MR. FARRELL: Your Honor --= wait a minute before 
you answer. I have an objection and I want the next 
sentence of the letter read. 

THE COURT: The letter is already in evidence. 

MR, FARRELL: No, it is not. 

COURT: 201 is not in evidence? 

MR. FARRELL: No, your Honor. 

THE COURT: All right, I will sustain the objec- 
tion and require that the question he reframed. 

Q You made a proposal, did you not, in the first 
week of October 1966 that there would be a division of 50 


per cent to Prudential], 15 per cent to Shippec, 15 per cent 
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to Viilley and 15 per cent to Youna and 5 per cent to 
Wright, did you not? | 

MR. FARRELL: Ohjection. 

THE COURT: Sustained. 

Q Did you make a suggestion in October of 1966 
that there would be a division of the interest in‘any 
recovery in the suit acainst Phillips among Prudential, 
Shippee, Willey, Young and Wright? 

MR. FARRELL: Objection. 


THE COURT: I think this question is permissible.) 


The witness may answer. 


A Yes. 

Q What was the divis¥on that you proposed? 

A 65 per cent for Prudential, none for Shippe, 
15 per cent for Willey, 15 per cent for Young and 5 per 
cent reserved for Mr. Wright should he change his mind. 

Q ; Thereafter did you reach aqreement as to just 
what the percentages would he? 

aA No, we never did. 

a Mr. kd peice, ahout three weeks before you 
testified in the Mohawk case there was a public announce- 
ment of the approval of the quota for the Phillips project, 
was thcre not? 


A Yes, there was. 


Shippee - cross 
Did you write to Mr. Learned at that time? 
A I did. 
Q Did you say to Mr. Learned that you would now 
“like to accept the offer of his letter of November 13, 
1962? 
A In relation to a satellite plant, yes- 
Q Had you ever prior to November 13, 1962 written 
a letter to Mr. Learned accepting any offer of November 13, 
1962? 
No. 


THE COURT: Could I have the question read 


MR, MacCRATE: I misspcke, it should have been 
THE COURT: Reframe the auestion. 
Q Did you at any time prior to December 1965 
write to Mr. Learned accepting any offer from him of 
November 13, 1962? 


A I received the letter from Mr. Anderson. 


I accepted it from Mr. Anderson, advised hin. He accepte 


it. 

Q Is it your testimony that you received Mr. 
Learnea's letter of Noverber 13, 1962 handed to you by 
Mr. Anderson? 

A No. The contents of the letter were the 


result of his teleph re call and I accepted the contents 
of the letter by teliing Mr. Anderson. 


spit i Shippee-cross 


Q But you never wrote a letter prior to 


! 
December 13, 1565, accepting any offer of November 13, 


1962, did you? 

A I made no reference to that letter by any 
letter of mine to Mr. Learned sucsequently. 

Q After executing the deposition in the 
Mohawk case on the 28th of penerwacy, 1966 -- 

A It may have been the 18th. 

Q Your recollection is better than mine, 

Mr. Shippee. 

A I just read it. 

Q It is February the 18th, 1966. 

After you executed the deposition, did you 
thereafter offer Mr. Anderson a participation in a suit 
against Phillips? 

A I'm trying to remember the dates when you 
asked me the question. I believe it had been only just 
before that that Mr. Johnson had told us that Phillips 
recognized no part of our participation in the project. 
So this was immediately subsequent to that. At all times 
Mr. Anderson cautioned against taking any action against 
Phillips and he advised me he would never participate in 
and I never asked or offered it to him. He was always the 


peacemaker. 
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Q Did you suggest that he join in'an action 
with you against Phillips? 

A In a memo I outlined our position to him and 
asked him if he would like to join with us. He counseled 
us against it. 

Q You were proposing at that time to sue for 
possession of the quota, is that right? 

A Not at that time. I think what I just 
described came later, perhaps two or three months later. 
This now is February 18th. It was only February 16th that 


Mr. Johnson advised us that he would not -- his organization 


had advised him to tell us that they did recognize 


that we hadn't played any part in the project. 


. 


Q Mr. Shippee, I show you Plaintiff's Exhibit 


194 and invite your attention to the first paragraph and 


ask you if that doesn't refresh your recollection as to the-- 
| 


A Dated March 2ist. That would be subsequent. 
That would refresh my recollection as I testified. 

Q And that you were contemplating a suit agains 
Phillips for possession of the guota? 

A That was more than a month later, yes. 

Q @nd then some eighteen months later, the 
complaint in this suit was filed, in September of 1967, 


that correct? 
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I believe that's correct. & 


MR. aeee Pe I have no further questions, 
your Honor. 

THE COURT: Cross examination is concluded? 

MR. MacCRATE: It is, your Honor. 


FARRELL: I have some recarect, your 


THE COURT: All right. 
REDIRECT EXAMINATION 


BY MR. FARRELL: 
Q Mr. Shippee, do you recall the meeting in 


early July, 1963 with Mr. Anderson and Mr. Chapman and Mr. 
Young? 

A I do. 

Q Is it your testimony that that meeting was 
July lst or 2nd, 1970 -- 1963? 

A Upon seeing the newspaper account of the air 
crash, it was the day before the air crash, which was July 
1, 1963 in Mr. Anderson's office in New York City. 

Q The next day you suffered the air crash? 

A i did. 

Q Tell us about the crash, Mr. Shippee, were 
there many people killed? 


A Yes. 
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THE COURT: I think we heard all this. It 


was a bad crash. I'm ae going to take anything about the 


crash. He was in the crash, and ke survived, other people 
were Killed. We had that the first day of the trial, Mr. 
Farrell. No argument about how many other people were killed 
in the crash, whether it was one hundred ae eye hundred. 

MR. FARRELL: May I go ahead with the 
treatment, your Honor? 

THE COURT: Yes, certainly. The record 
already shows there was a crash and he was in the crash and 
some people were killed. 

Q Mr. Shippee, were you treated by a doctor 
thereafter? 

A Yes. 

Q And thereafter did you return to work? 

Yes.. 

Spend a full day at work? 

No. 

Did you spend part time? 

Yes. I would take a long midday rest at 
a hotel room approximately two, two and a half hours, in 
the middle of the day. : 

Q How long did this continue? 


Through the summer and early fall of 1963. 
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Q During that period, were you doing any work 


on any matter other than the work on the petrochemical 
project? 

A Yes. 

Q What were you doing? 

A I would generally spend the morning at 
Inpak Systems. I would spend the afternoon at Rockefeller 
Plaza at Prudential Oil. 

Q Now, Mr. Shippee, at the time you gave shag 
deposition in this lawsuit, Defendant's Exhibit 319 -- 

THE COURT: When you say "this lawsuit," -=- 


MR. FARRELL: Shippee against Mohawk 


Airlines, Defendant's 319. 


Q Did you know that Mr. Anderson had a retainer 
agreement with Phillips to bring in new projects? 

A No. 

Q At the time you brought the lawsuit -- at 
the time you testified in Defendant's Exhibit 319, Mr. 
Shippee, did you know that Phillips had prepared a brochure 
which contained sentences, and I'll read one of them to 
you -- that Phillips had a brochure which said: 

"Report in Brief. The purpose of this. 

report is to outline the project for a petrochemical core 


industry as an essential part of the economic development 


a « oidbatiaatiisal niet. 
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of Puerto Rico and to request an oil import allocation to 
establish this new intuntee.* 

Where your report of June 1963 had precisely 
the same sentence, did you know that? 

A No. 
Q Did you know that Phillips had a brechute 
dated January, 1964, which said and I quote: 

"The economy of Puerto Rico will benefit by 
the establishment of a company whose express purpose is 
the development of a petrochemical industry." 

Whereas, your brochure of June 1963 had 
precisely the same sentence. 

A No. 

Q Did you know in fact that Phillips had 
prepared the brochure of January, 1964 which had been 
previously introduced into evidence here? 


A No. 


ES OS EM atiilay a, m Po mapa. 


Q Did you know that Phillips had taken a copy of 
the June, 1963 brochure and put its own cover on? 
A No. 


MR. FARRELL: Your Honor, I am going to 


MR. MacCRATE: Mr. Farrell, I object to 


counsel's statement. There is no evidence -- 


| 
| 
' 
introduce that right now. Can we get that? | 
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THE COURT: Whatever he is going to produce 


| 
it for or not depends first on whether there is any objec- 


tion and second, on what ruling I make on the objection tha 
one has taken. 

I think the jury understands that. 

MR. FARRELL: I offer Exhibit 219. 

MR. MacCRATE: No foundation. Objection. 

THE COURT: Wait just a moment. I will 
excuse the jury and rule on the objection. 

Members of the jury, would you withdraw to 
the jury room, please? 

(Jury left the courtroom.) 

THE COURT: At what page did we discuss this 
exhibit, 219, before? 

MR. FARRELL: We have not, your Honor. 

THE COURT: We did not? 

MR. FARRELL: No, that's a new one. 

MR. MacCRATE: Completely new. There's nothing 
been said heretofore about it. ‘hat is described is redirect 
examination -- 

MR. FARRELL: It is in the pretrial order. 

THE COURT: What page? 

MR. FARRELL: It would be on the page with 


all the brochures, I don't know the exact page. 


i 
| 
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MR. MARKS: — 82, previously marked 

i 

MR. FARRELL: Now, your Honor, with respect 
to the foundation -- 

— If the acmissibility of it or 
the genuineness of it is seieed de the pretrial order, 
you don't have to pursue it any further. If it is relevant 
to the case, then just refer me to the Paragraph in here 
and I will take it on the faith ef the pretrial order. 

MR. MacCRATE: It is S&ing offered at this 
time, your Honor, as a particular document that has a 
particular role and there is no testi nony of which I am 
aware that links this particular document to that particula 
role. 

THE COURT: What is the particular role to 
which you have reference in your jast statement? 

MR. MacCRATE: This is identified by Mr. 
Farrell as a document that apparently he is suggesting was 
delivered by a particular persen at a Particular time to 
Phillips. 

THE COURT: To Phillips or is it a document 
which Phillips delivered to somebody else? We're talking 
about 219 now? What is your contention? 


MR. MacCRATE: 219 comes out of the Prillips 
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files and it is lost to antiquity how it arrived in those 


| 
files. 


MR. FARRELL: Your Honor, I wart to point 
out it wasn't so lost in antiquity. Because after an 
exchange of correspondence where Mr. MacCrate and I 


. 


perhaps weren't as tolite as we usually are, it did turn out 


{ 


that it had been turned up by Phillips at or about the time 
that this lawsuit was commenced and had been held by Mr. 
MacCrate's office until it was produced in May cf 1973. 

MR. MacCRATE: I don't think that's a fair 
representation. 

THE COURT: This document on its face relates” 
to this project, you all agree to that? 

This document was found in Phillips’ files. 
The question I am faced with is simply this: 

What other authentication is ieee as to who 
prepared it or after they prepared it, what they did with 
it. If I have that, then I would 
which is not worded as clearly as I would like to see it 
and I don't mean to criticize the work of the mavsistrate 
or of counsel. I have a ll3-page pretrial order in this 
case which I think is the largest I have ever seen in this 


court, and yet it really doesn't resolve a lot of questions. 


MR. FAPRELL: Your Honor, let me read te you j 


®, “@ rea 
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paragraph -- 

THE cour: Let me put it simply. If you 
have to make a foundation for this document, then it is not 
properly admissible in the redirect examination of this 


witness. If you don't have to create a foundation for it 


because of provisions in the pretrial order, then you can 


offer it in @widence at any time in the trial that you 
like. You will have to read depositions to make a founda- 
tion. 

MR.FARRELL: No. I.don'ts. This is my point. 
This was delivered to us with a letter from Mr. Timbers, 
who was then Mr. MacCrate's associate, with a letter of 
May 3rd. It was not specifically mentioned in that letter. 
However, on May 4th, 1973, I wrote to Mr. Timbers and I 
said we were particularly troubled to find in this mass of 
Papers a copy 2f Mr. Shippee's critical report of June, 1963 
which no Phillips witness to date has acknowledged ever 
seeing. That is that report. 

At thet point Mr. MacCrate wrote back and said 
I was being vicious. 

MR. MARKS: We inquired of them. 

MR. FARRELL: There was a further exchange of 
letters. The final letter from Mr. MacCrate on the subject 


was "With respect to the copy of the request for oil import 
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quota dated June 19, — when we included prior to 
the Van Hyning deposition, we are not aware that either you 
or your predecessor counsel ever specifically included a 
request for the production of this Gocument." 

I will show you our demand for documents at 
necessary, | 

"It was voluntarily included be us in the 
recent production of possible claim by you of suppliers at 


a later time." 


The document is in no Sense 2 recent discovery 


by us. It was first obtained by us in defendant's office | 
| 


in late 1967 or early ‘68 when we initially investigated 
the matter. 

If that doesn't lay a foundation, I don't know, 
what it does. That's mr. MacCrate. He signed the letter, 

THE COURT: What is the foundation? This 
Particular paper was in the files of Phillips prior to the 
commencement of this lawsuit. 

MR. FARRELL: That's right. 

THE COURT: And has to do with this project. 

MR. FARRELL: Right. 

THE COURT: What do you propose to ask this 
witness on re-examination? 


MR. FARRELL: I am asking him if 


{ 


| 
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he knew they had it. 
¢ 


| eS ; 
THE COURT: What difference does it possibly j-- 


MR. FARRELL: It makes a lot of difference, 


THE COURT: I would really like to know that 


your Honor. Because one of the points -- | | 


and I think I am entitled to ask you in such a fashion that! 


| 
| 


in this case. ' 


our - testimony won't suggest any testimony to any witness 
y sg Y 


MR. FARRELL: Do you want Mr. Shippee to 
step out? 

THE COURT: Mr. Shippee has a right to stay in 
the courtroom. You may approach tne side bar. 

(At the side bar.) 

THE COURT: I am inclined to think this 
document is admissible but I just don't see the significance 
of this line of questioning at all. You're asking him | 
whether ae the time he gave the testimony in the litigation 
he personally commenced against Mohawk. 

MR, FARRELL: I don't think he knew how good 
a case he had. He didn't know that he copied this brochure 
and he didn't know anything about these documents. 

_ THE COURT: Whether he knew or didn't know, 
did not give him a license to falsify either in this liti- 


gation or in the Mohawk Airlines litigation. I view his 
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testimony in these two lawsuits as inconsistent to the 
point that they cannot ble reconciled. 


MR. FARRELL: Your Honor, -I must agree with 


e 


THE COURT: That's why I asked you what I 


asked this morning. 

MR. FARRELL: I understand that and I think 
his testimony in the Mohawk Airlines case was clearly 
puffed in order to increase his claim for damages. I have 
no question about that. I might also say it happens every 
day. 

THE COURT: . You can’t say that to me, Mr. 
Farrell. You can't say that to me. | 

MR. FARRELL: I'm not justifying it. I'm 
simply saying it. At that point he did not know and part 
of what Mr. MacCrate -- the point Mr. MacCrate was making 
was that Mr. Shippee had said that he had taken a much 
smaller amount of loss than we are claiming in this suit. 

He did not know at that time what it was that 
Phillips had done. He didn't have a copy of these brochures. 
He didn't know Anderson had a retainer with Phillips. I 
think that goes directly to the points that were being made .| 
That is one of the points. 


THE COURT: What's the other one? 
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MR. FARRELL: The other one, you say the 


| 


testimony was inconsistent. 
THE COURT: Well, that's the point that 
Mr. MacCrate was making. 


MR. FARRELL: No, I think not entirely. 


He was making also the point that Mr. Shippee estimated the 


amount of his damages as much lower than they are here. 
THE COURT: There is nothing much to that. 
The other point is significant. At this time! 

I will take a brief recess. 


(Recess.) 
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(The following took place in the robing 
room.) 
THE COURT: Gentlemen, we have been discussing 
‘here and it occurs to me that it might be bettter to let 
the jury go for the balance of the day. 
Now, if there is no objection I will simply 
walk in the jury room and tell the jurors to-return at 


10.30. Is that agreeable? 


MR. FARRELL: Agreeable, yes. 


MR. MacCRATE: Agreeable, yes, your Honor. 

THE COURT: Gentlemen, you may walk into the 
jury room with me while I instruct the jurors to return at 
10.30 tomorrow morning. 

(Adjourned to Friday, January 9, 1976, at 


10.30 a.m.) 
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